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The I.L.O. 


The International Labour Organisation is an intergovernmental agency, of which 
80 countries are members. Representatives of governments, of management and of 
labour organisations participate in its work. It was established in 1919 and entered 
into relationship with the United Nations as a specialised agency in 1946. 


Its purpose is to promote social justice in all the countries of the world. To this end 
it collects and disseminates information about labour and social conditions, formulates 
international standards and supervises their national application. It also engages in 
operational activities and provides technical assistance in carrying out social and 
economic development programmes. 


The machinery of the Organisation consists of— 


The International Labour Conference, which is the supreme body of the Organisation. 
It constitutes a world forum for labour and social questions. National delegations to the 
annual meetings comprise four delegates, two representing the government, one representing 
management, and one representing labour; each delegate speaks and votes independently, 
so that all points of view find full expression. 


The Governing Body, composed of twenty government representatives, ten representatives 
of management and ten representatives of labour, which is the executive council of the 
Organisation. 


The International Labour Office, which acts as a secretariat, an operational headquarters, 
a world information centre and a publishing house. It is staffed by experts drawn from 
many different countries, whose knowledge, experience and advice are available to all 
nations which are Members of the Organisation. It has branch offices and correspondents 
in many countries. 


The Conference adopts international labour standards which are formulated in 
special international treaties called Conventions, and in Recommendations. These are 
based on careful fact-finding and discussion. As a two-thirds majority of the Conference 
is required for their adoption they represent the general agreement of informed world 
opinion. The decisions of the Conference are not automatically binding, but govern- 
ments must submit the Conference standards to their national legislatures. When the 
legislature accepts a Convention the government is bound to apply it. 


On the operational side the I.L.O. provides governments with expert advice and 
technical assistance in matters connected with labour and social policy. For this purpose 
it has established in various parts of the world field offices which serve as centres for 
assistance to governments in such matters as building up employment services, increasing 
productivity, the development of training facilities and the administration of social- 
security programmes. The I.L.O. participates in operating the United Nations Expanded 
Programme of Technical Assistance. 


The work of the Organisation also includes the holding of regional conferences, 
sessions of Industrial Committees to discuss the problems of particular industries on 
an international basis, and a variety of specialised technical meetings. 

All these activities are closely co-ordinated with a view to fulfilment of the purpose 
for which the International Labour Organisation was created—the promotion of social 
justice and peace. 
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Minimum Wage Problems 
and Policy in Guatemala’ 


Economic development, whether spontaneous or generated, is not 
necessarily or naturally uniform in every industry ; and the pattern 
of growth does not automatically conform to the existing or desired 
equilibrium. In fact it often tends to set up new stresses if uncon- 
trolled. The creation of a particular economic and social structure 
requires purposefulness as well as energy from the State, business 
men and other economic agents, for a country’s progress is measured 
as much by its ability to share out its wealth as to produce it. The 
wage earners, in particular, are entitled to a fair share in the pros- 
perity which they have played a part in creating and which offers a 
means of helping the worst-off workers, whose poverty is especially 
acute in the underdeveloped countries. The example of Guatemala, 
which is described here on the basis of an investigation on the spot 
supplemented by more up-to-date information, shows that a minimum 
wage policy is a counterpart of any economic development plan. 


HILE Guatemala is today going through a period of economic 

prosperity, the statistics and other material on the trend of 
prices and wages over the past few years which are quoted and 
discussed in this article show that a high proportion of the lowest- 
paid workers have had little or no share in this national well-being. 
As soon as the present Government came to power it drew up 
a plan for improving the lot of the working class, the legislative 
decree of 29 April 1957 respecting a basic wage being the main 
instrument intended for this purpose. The following pages describe 
this problem of low wages and the action taken by the Government, 
which sought the backing of employers’ and workers’ organisa- 
tions in a joint effort to better the conditions of the worst-off 
workers. 


1See also René Roux: “An Approach to Minimum Wage Fixing in 
Guatemala ”, in International Labour Review, Vol. LXXI, No. 1, Jan. 1955. 
This article concerned the work of a technical assistance mission sent to 
Guatemala by the I.L.O. from October 1951 to October 1952 in order to 
work out the operation of the minimum wage prescribed in the Labour 
Code of 1947. The present article, which deals with subsequent develop- 
ments, may therefore be regarded as a sequel to the 1955 article. 
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SURVEY OF THE NATIONAL ECONOMY 


There are two points to be made about the Guatemalan 
economy of today: it is underdeveloped and it is expanding 
fast. 


Underdevelopment 


This economy has all the characteristic features of under- 
development : poverty, dependence on primary products and a 
dual structure. 

Its poverty can be gauged from the fact that the national 
income per head is less than 200 quetzals a year!, while the 
annual average cash earnings of very many workers only equal a 
fraction of the “subsistence budget ” for an average family.” 

Its dependence on primary products is apparent from the 
fact that three-quarters of the population live in the countryside, 
where underemployment is chronic and serious ®, while agriculture 
itself accounts for nearly half the national product and the three 
main crops—coffee, bananas and cotton—represent some 90 per 
cent. of the total value of exports. 

Lastly, it is a dual economy ° in which a great deal of subsistence 
production on family holdings or in traditional handicrafts exists 
side by side with an industrial sector made up of small-scale 
manufacturing concerns (only 1,072 with a total labour force of 
20,567 have more than three workers), with the noteworthy excep- 
tion of the United Fruit Company, a big foreign exporting concern 
which farms nearly 18,000 hectares and employs 8,500 workers.*® 


1 At the official exchange rate 1 quetzal=U.S.$1. 

2In 1953 it was officially estimated that annual average earnings were 
701.49 quetzals in commerce, 338.56 quetzals in industry and 107.24 quetzals 
in agriculture. After the 1952 I.L.O. technical assistance mission the sub- 
sistence needs of an average family were estimated as follows : 686 quetzals 
in the capital, 646 quetzals in the provinces (towns) and 562 quetzals in the 
provinces (countryside). There is no family allowance scheme. 

8 See the figures for the number of days worked in agriculture in 1955 
(table IX below) and in industry and commerce (table VII below). 

*See Reptblica de Guatemala, Direccién General de Estadistica : 
Guatemala en Cifras, 1956 (Guatemala City, 1956). 

5 On the “ dualism ” of underdeveloped economies such as Guatemala 
see R. BarrE: “ Le développement économique, analyse et politique ”, in 
Cahiers de l'Institut de science économique appliquée (Paris), Vol. 66, 
Apr. 1958; C. P. KINDLEBERGER: Economic Development (New York, 
McGraw-Hill, 1958); Desarrollo Econédmico de Guatemala, Plan 1955-60 
(Guatemala City, 1957), pp. 50 and 51. The economic development of 
Guatemala means that large numbers of workers must shift from the sub- 
sistence to the exchange economy. 

® Guatemala en Cifras, op. cit., and United Fruit Co.: Datos 1956 
(Guatemala City, 1956). Figures taken from the last industrial census (1953). 
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Economic Development 


While this is still largely true of the Guatemalan economy, 
it is only one side of the picture. The economy went through a 
sharp slump between 1952 and 1954, the end of which coincided 
with the assumption of power by the new Government. Since 
then, however, the economy has steadily expanded as development 
plans have borne fruit. 


Growth of the National Economy. 


Table I shows that real national income expanded by more than 
34 per cent. between 1952 and 1956—in so far as such estimates 
are reliable or the wholesale price index can be accepted as a 
device for converting an estimate in current monetary units into 
real terms. However this may be, there has unquestionably been 
a steep rise in income over the last two years. 


TABLE I. ESTIMATES OF NATIONAL INCOME, 1952 to 19561! 


National income 
(current prices) 


In millions Index 
of quetzals (1952= 100) 


445.3 100.0 
462.9 104.2 
476.0 107.1 
528.2 129.8 
603.9 135.9 


Sources : For national income, Yearbook of Nati: Accounts Statistics (United Nations, 1957), and 
for wholesale price indices, Monthly Bulletin of Statistics (Waited Nations), Jan. 1958, table 46, p. 128. 

1 It will be noted that the above figures for national income are appreciably lower than those for gross 
national product (table III, reproduced from an official source). Gross national product, of course, is made 
up of the net national product or national income plus provision for the consumption of fixed capital and 
any surplus of indirect taxation over subsidies. In addition, in order to facilitate comparisons, all these series 
have been recalculated where necessary, taking 1952 as the base year. 


The growth of the population (more than 12 per cent. over 
the same period), although substantial, has not therefore absorbed 
this growth in over-all income. Real income per head increased 
by 20 per cent. between 1952 and 1956, as is shown by table II. 

This expansion is apparent in many other ways—in the 
Government’s budget, which has risen to the record level of 
122 million quetzals !, and in the rise in note circulation, the volume 
and value of external trade, industrial employment (despite under- 


1 For the year ending 30 June 1957. See El Imparcial (Guatemala City), 
27 Aug. 1957. 


digas 100 100.0 
See 101 128.5 
101 134.6 
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VARIATIONS IN POPULATION AND REAL INCOME 
PER HEAD, 1952 To 1956 


TABLE Il. 


Population 


Index of real income 
head 


per 
Index (1952= 100) * 
Thousands (1952= 100) 


2,981 100.0 100.0 
3,058 102.4 101.8 
3,258 109.1 117.8 

3,349 112.2 120.0 


Source : Monthly Bulletin of Statistics, op. cit., Jan. 1958, table 1, p. 3. Estimates based on last census 
in 1950. 

‘Index of national income adjusted to the wholesale price index divided by the population index for 
the same year. 


employment in the countryside), industrial and agricultural 
output and transport business.! 

In short, to quote a sound observer, “[in the past few years] 
there has been a quickening in the tempo of development in every 
industry and the national economy has finally reached the take- 
off point ”.? 


The Five-Year Plan. 


While these results partly reflect the natural growth of the 
economy, they were not due to spontaneous factors only but were 
also the product of conscious and concerted efforts. 

The existing economic development plans in Guatemala date 
back to the Britnell mission which was sent to the country by 
the International Bank for Reconstruction and Development in 
1950 with the Government’s approval.* On the basis of the mission’s 
report the new Government, as soon as it achieved power, set up 
a National Planning Council (Consejo nacional de planificacién 
econdémica) in November 1954.4 This body worked out a five-year 
development plan, 1955-60, which aimed at raising the total 
national income to 696.9 million quetzals through cumulative 


1 Guatemala en Cifras, op. cit. 
* Report on the national economy submitted by the Klein and Sacs 
mission to the Guatemalan Government, in Ministerio de Economia: 
a Econémica del Gobierno de Liberacién (Guatemala City, July 1957), 
p. 25. 

3 The Economic Development of Guatemala. Report of a Mission Sponsored 
by the International Bank for Reconstruction and Development, in Collaboration 
with the Government of Guatemala (Washington, 1951). 

“ Decrees of 1 and 26 November and 11 December 1954 (E/ Guatemalieco, 
3 Nov., 28 Nov. and 11 Dec. 1954, Vol. CXLIII). 
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annual increases of around 5 per cent., with a corresponding 
increase in national income per head (table III).? 


TABLE III. GROSS NATIONAL PRODUCT AND INVESTMENTS, 1950-60 
(At constant 1953 prices) 


Gross national product 


Total 
(millions of quetzals) 


Source : Plan de Desarrollo Econémico, op. cit., pp. 37-38. The figures for gross national product are 
taken from the latest estimates of the Central Bank, the charts published in the above booklet and the 
Politica Econémica del Gobierno de Liberacién, op. cit., pp. 36-38 (projections for 1957). It will be noted 
that according to these figures the actual rate of growth exceeded the forecasts. 


There is much that is remarkable in this great scheme, 
particularly its social emphasis, which the Guatemalan Government 
took over from the Britnell report, pointing out the importance 
attached in the report to higher productivity and impartial admin- 
istration of the Labour Code in the interests of both workers and 
employers.? This concern with the social aspect was constantly 
reaffirmed by the late President Castillo Armas, the founder 
of the new régime, in all his speeches. His first message to the 
constituent General Assembly announced the Government’s 
intention of combating stagnation and poverty by means of 
an economic development programme and “ laws to protect the 
workers and peasants ”.® 


WAGES 


Basing ourselves on the minimum subsistence budget and the 
rise in the cost-of-living index, it is possible to assess the position 


1 For full details see Desarrollo Econémico de Guatemala, op. cit., sum- 
marised with corrected figures in Plan de Desarrollo Econémico, 1955-60 
(Guatemala City, 1957). 

2 Desarrollo Econémico de Guatemala, op. cit., p. 16. 


3 Primer Mensaje del Presidente a la Asamblea Nacional Constituyente 
(Guatemala City, 1955). 


Per head 
ve | | 
Actual Planned 
Actual | Planned | Actual | Planned | 
1950 ...]| 480 172 36 
1951 ...1| 480 166 48 
. .| 525 175 37 
19593 ...| 524 pie 170 64 
1954 ...| 520 520 163 163 65 65 
1955 ...1] 584 546 179 165 100 80 
1956. ..| 650 573.3 195 172 149 108 
1957... | (710) | 602 (212) 177 100 
&2 iti 632.1 181 98 
19599... 663.7 186 98 


464 INTERNATIONAL LABOUR REVIEW 


in the recent past and to trace the trend of wages over the preceding 
years in the capital and the provinces, and in the towns and the 
countryside. The available statistics are not always comprehensive 
or comparable but they do nevertheless include a number of series 
from which certain trends emerge quite clearly. 


The Level of Wages 


The Capital. 


In 1952 an I.L.O. technical assistance mission calculated that 
the minimum wage required to cover the needs of a worker with 
a family to support (as defined in section 103 of the Labour Code) 
was 1.83 quetzals a day.'! By 1956 the cost of living had increased 
by more than 9 per cent., as is shown by table IV. It could 
therefore be estimated that the minimum subsistence budget at 
that date was 2 quetzals a day or 14 quetzals a week. 


TABLE IV. COST OF LIVING AND MINIMUM SUBSISTENCE BUDGET 
IN THE CAPITAL, 1952 To 1956 


Minimum subsistence budget 
(quetzals) 


Over-all 
Year cost-of-living index 


188) Daily Weekly | (393, days) | Annual 


Source: For the cost-of-living index, 1.L.0.: Year Book of Labour Statistics 1957 (Geneva, 1957), table 
23, p. 368. This index has been recalculated on the basis 1952= 100 and applied to the minimum subsistence 
budget established in 1952 in order to obtain the figures for the following years. 


Table V, which gives the average weekly earnings in manu- 
facturing industry in the capital in 1956, clearly shows that while, 
taken as a whole, earnings were virtually equal to the minimum 
subsistence budget, they fell below it in half the occupations in 
question. As these were averages, it follows that many wages 
in other occupations were also below the minimum subsistence 
level, e.g. in the case of skilled workers in textiles, clothing and 
woodworking and the majority of unskilled workers. 

Other statistics in table VI, which gives the monthly earnings 
of 30,221 workers in industrial, commercial and service under- 


1 See “ An Approach to Minimum Wage Fixing in Guatemala ”, op. cit., 
pp. 21-22. 


| | | | | 
1952 100 1.83 12.8 55.8 672 
1953 103 1.88 13.2 57.4 686 
1954 106.1 1.94 13.6 59.2 708 
1955 108.2 1.98 13.9 60.4 723 
| 1956 109.2 2.00 14.0 60.9 729 
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TABLE V. 
MANUFACTURING INDUSTRY IN 


AVERAGE HOURLY AND WEEKLY EARNINGS IN 
THE CAPITAL, 1956 


Skilled and unskilled 
workers together 
Hourl 
| ‘hourly, | ‘weekly’ learnings| learnings) Weskly 
Beverages 47.6 35.8 17.04 | 42.6 | 20.27 | 35.5 | 16.89 
Tobacco 45.2 34.3 15.50 | 58.5 | 26.44 | 32.0 | 14.46 
Textiles . ...| 45.9 27.2 12.48 | 28.4 | 13.03 | 24.9 | 11.42 
Clothing . 43.9 25.2 11.06 | 28.1 | 12.33 | 22.5 9.87 
. ae 46.5 20.5 9.53 | 28.1 | 13.06 | 18.9 8.78 
Furniture . 44.3 28.2 12.49 | 34.9 | 15.46 | 19.1 8.46 
publish- 
Ss «fs ai 48.7 40.6 19.77 | 60.2 | 29.31 | 24.5 | 11.93 
Leather, leather 
products . : 44.0 21.3 9.37 — —_ 21.3 9.37 
Rubber products, 
chemicals - | 45.1 28.2 12.71 | 41.1 | 78.53 | 24.7 | 11.13 
Non-metallic mi- 
neral products | 50.1 35.6 17.83 | 44.0 | 22.04 | 32.7 | 16.38 
Basic metal in- 
dustries . . 44.9 23.9 10.73 | 35.8 | 16.07 | 18.8 8.44 
Electrical machi- 
St. «is ate 44.9 31.5 14.14 | 53.2 | 23.88 | 25.2 | 11.31 
Transport 
ment .. 45.5 31.1 14.15 | 38.0 | 17.29 | 33.1 | 15.06 
Electric power 43.8 75.4 33. 02 75.6 | 33.11 | 66.4 | 29.08 
Over-all figure | 45.5 30.8 14.01 | 41.6 | 18.92 | 26.6 | 12.10 


Source : Economic Statistics Section, General Directorate of Statistics. 
Note : The figures in italics represent wages above the minimum subsistence level. 


takings in the capital affiliated to the Guatemalan Social Security 
Institute, show that during October 1955 over half of them earned 
less than 60 quetzals. 

Thus in 1955 and 1956 the wages of more than half the workers 
in the capital were not sufficient to cover the needs of the average 
family. 

Let us now turn to the position in the provinces. 


The Provinces. 


Whereas figures are available for the wages paid by some 
firms in provincial towns—though even these figures are some- 
times very narrowly based—there seems to be no way of making 
a reliable comparison between the cost of living there and in the 
capital. It is a fact, however, that the geographical retail price 
index for ten foodstuffs (rice, sugar, coffee beans, pork meat and 
fat, black beans, maize, potatoes, bananas and salt) was higher 
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TABLE VI. MONTHLY EARNINGS OF 30,221 WORKERS AFFILIATED 
TO THE GUATEMALAN SOCIAL SECURITY INSTITUTE! EMPLOYED 
IN 1,267 INDUSTRIAL, COMMERCIAL, TRANSPORT, ELECTRIC POWER, 
WATER OR SERVICE UNDERTAKINGS IN THE CAPITAL, OCTOBER 1955 


Cumulative total 


Ww 


| Percentage 


a 


190 
605 
1,395 
2,718 


5,759 
10,029 
13,411 
16,266 


18,580 
20,381 
21,675 
22,771 


24,742 
26,088 
27,014 
27,643 
27,997 


28,783 
29,217 
29,656 
29,814 


29,986 
30,094 
30,131 
30,166 
30,187 
30,196 


30,221 


CORPS 


ue 


100—119.99 
120—139.99 
140—159.99 
160-179.99 
180-199.99 


200—249.99 
250-299.99 
300—349.99 
350-399.99 


400-—499.99 
500-599.99 
600-699.99 
700-—799.99 
800-—899.99 
900-999.99 


SNE 
CO 


SSS 


1,000 and over. . 


Average earnings= 83.28 quetzals. 
Median earnings=55.92 quetzals. 
Source : Instituto Guatemalteco de Seguridad Social : Ingresos de trabajadores afiliados al Instituto que 
laboran con patronos particulares (Guatemala City, Sep. 1956). 


‘The Guatemalan Social Security Institute, which covers ten departments, comprises 3,000 non- 
agricultural undertakings employing over 90,000 workers. * Cash earnings only. The line separates earnings 
low the minimum subsistence budget from those above it. 


in five departments in 1956 than it was in the capital and lower 
in 16 others (between 95 and 99 per cent.).} 


1 Out of 22 departments. The index was between 90 and 95 per cent. 
in the department of Quiché. See Direccién General de Estadistica : Boletin 
Mensual, No, 2, Feb. 1957, p. 66. 
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This, however, is only one of the items in a working-class 
budget, while the others are unknown. 

In the absence of any more accurate yardstick in the shape 
of a subsistence budget for a working-class family in the provinces, 
it is fairly obvious from table VII that, even allowing for possible 


TABLE VIII. MONTHLY EARNINGS OF 15,342 WORKERS AFFILIATED 

TO THE GUATEMALAN SOCIAL SECURITY INSTITUTE AND EMPLOYED 

IN 484 INDUSTRIAL, COMMERCIAL, TRANSPORT, ELECTRIC POWER, 

WATER AND SERVICE UNDERTAKINGS IN TEN DEPARTMENTS, 
OCTOBER 19551! 


Number of workers Cumulative total 
Monthly earnings 
(quetzals) 


Actual Percentage Number Percentage 


760 
814 
973 
1,067 


2999 2,217 
2,697 
40- 49.99 ... 1,555 
1,013 


60- 69.99 ... 871 
79.99 

80— 89.99 
90— 99.99 


100-119.99 
120-139.99 
140-159.99 
160-179.99 
180-199.99 


200-—249.99 
250-299.99 
300-349.99 
350-399.99 


400-499.99 
500-599.99 
600-699.99 
700-799.99 
800-899.99 
900—999.99 


1,000 and over 


760 
1,574 
2,547 
3,614 


5,831 
8,528 
10,083 
11,096 


11,967 
12,592 
13,079 
13,469 


14,023 
14,434 
14,683 
14,833 
14,944 


15,112 
15,212 
15,277 
15,298 


15,317 
15,333 
15,335 
15,338 
15,339 
15,339 


15,342 


NAN S| BASH 


SSSS SSSR 


S SS: 
wo 
o 
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Average earnings= 53.05 quetzals. 
Median earnings=36.81 quetzals. 


Source : Ingresos de trabajadores afiliados al Instituto que ~~ con patronos particulares, es cit. 

1 See notes 1 and 2, table VI. Departments : Guat Chimalt 
Quezaltenango, Santa Rosa, S$ leu, San Izabal. "Averages cently 
by the inclusion of concerns, such as the electric power company, with their head office in the capital. 


er 554 
411 
apie 249 
150 
111 
| 168 
100 
65 
21 
19 
16 
2 
3 
1 
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differences in the cost of living, the wages paid in other towns are 
even less adequate than in the capital. Hours of work are also 
less, as is shown by the relevant figures, and this widens still 
further the gap between annual earnings of industrial and com- 
mercial workers in the capital and in the provinces. 

Table VIII, covering 15,342 workers in 484 industrial under- 
takings in ten departments, shows that, in October 1955, 72 per 
cent. of them earned less than 60 quetzals. 


The Countryside. 


Just as in the case of the towns, it is impossible to compare 
the cost of living in the countryside with that of the capital. 
Nevertheless the available wage statistics, despite a somewhat 
narrow basis (table IX), clearly show that after allowing for 
differences in living costs the ratio of workers’ average cash earnings 
to their needs in agriculture was lower in 1955 than the correspond- 
ing ratio in the capital. In fact this ratio usually appears to be 
only a fraction of their needs and a small fraction at that. As 
periods of employment vary from one-ninth to three-quarters 
of the calendar year, the ratio of workers’ annual cash earnings 
(the daily rate in the department of Santa Rosa is only 9 centavos 
a day) to their needs is even lower. 

Out of 42,562 agricultural workers affiliated to the Guatemalan 
Social Security Institute in October 1955, 3 per cent. would, if 
they had worked all that month, have received cash wages exceed- 
ing 50 quetzals (table X). 

Fortunately, the average rural worker is better off than this 
in practice because of the payments in kind which are quite common 
in the countryside. They are also met with in the towns, but to 
what extent is unknown, although in all likelihood it is a good 
deal smaller. Article 116 of the 1956 Constitution, while com- 
pelling all employers to pay their workers in legal tender, allows 
rural employers to pay up to 30 per cent. of wages in the form of 
food, provided the latter’s value is reckoned at cost or less. In the 
absence of any over-all figures for payments of this kind, it may be 
worth taking a look at the total remuneration of agricultural 
workers in a few particular instances. 

For the National Farms there are no general wage statistics 
showing the average for the whole country or for particular 
districts. The wage rates in force vary substantially according 
to the class of work and the area. In a fertile district such as the 
Santa Rosa department, the average or at least the most usual 
cash wage appears to be 0.80 quetzal a day, with higher rates for 
skilled workers and those in posts of responsibility. On the other 
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TABLE X. MONTHLY EARNINGS OF 42,562 WORKERS EMPLOYED 

IN 726 AGRICULTURAL UNDERTAKINGS! IN THE DEPARTMENTS 

OF GUATEMALA, CHIMALTENANGO, ESCUINTLA, QUEZALTENANGO 

AND SACATEPEQUEZ, AND AFFILIATED TO THE GUATEMALAN 
SOCIAL SECURITY INSTITUTE *, OCTOBER 1955 


Number of workers Cumulative total 


Number Percentage Number Percentage 


45,562 


6,692 
8,377 
8,552 
8,104 


20- 29.99 .. 6,771 
2,102 
40- 49.99 .. 732 


359.99 .. 332 
60— 69.99 
70— 79.99 
80— 89.99 
90— 99.99 


100-119.99 
120-139.99 
140-159.99 
160-179.99 
180-199.99 


200-—249.99 
250-299.99 
300-—349.99 
350-399.99 


400—499.99 
500-599.99 
600-699.99 
700-799.99 
800-899.99 
900-999.99 


1,000 and over 


6,692 
15,069 
23,621 
31,725 


38,496 
40,598 
41,330 


41,662 
41,898 
42,073 
42,175 
42,246 


42,346 
42,391 
42,432 
42,460 
42,470 


42,498 


Sow 


| wal wa oun 


S 


42,562 


Average earnings=17.42 quetzals. 

Median earnings= 13.62 quetzals. 

Source : Ingresos de trabajadores afiliados al Instituto que laboran con patronos particulares, op. cit. 

1 Not including workers employed by the Compafiia Agricola and the National Farms. * The Guate- 
malan Social Security Institute covers some 2,000 agricultural undertakings employing over 110,000 workers. 
* These are not the earnings actually received, but those that the worker would have received if he had 
worked full time, i.e. they are obtained by multiplying the average earnings per day worked by the number 
of working days in the month. Table IX shows that the number of days actually worked is always smaller 
and often very much smaller than the number of working days in the month. 


hand in Alta Verapaz, where most of the workers are labourers, 
the most usual wage rate appears to be 0.25 quetzal a day. 


- For example, according to information obtained from the National 
Farms Department of the General Directorate of Agricultural Affairs the 
daily cash wages in the Carcha National Farm in August 1957 were 


2 


Monthly 
100.0 
Oo 499 .. 
9.99 .. 
10- 14.99 .. 
19.99 .. 
100 
45 
41 
28 
10 
28 
21 42,519 
42,524 
42,533 
42,537 
42,544 
42,544 
42,548 
“a 42,553 
42,553 
| 
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Housing is free for all employees. In addition, monthly paid 
salaried employees are issued with the following foodstuffs, which 
the permanent or seasonal wage earners can buy at cost : managers, 
two 100-lb bags of maize and 15 Ib of coffee ; chief clerks, field 
superintendents, storekeepers, stewards, mechanics and _ book- 
keepers, one bag of maize and 8 lb of coffee ; and other clerical 
workers, machinery superintendents, nurses, drivers and _bee- 
keepers, half a bag of maize and 6 lb of coffee. The issue may 
also include milk.! 

In the United Fruit Company and the Compafiia Agricola de 
Guatemala respectively the average daily remuneration of agri- 
cultural workers in 1956 was 2.08 and 2.42 quetzals plus payment 
in kind of 0.49 and 0.55 quetzal, giving a total of 2.57 and 2.97 
quetzals. For the two companies together the average daily cash 
earnings of all categories of workers were 3.23 quetzals. Average 
annual earnings in the same year were 1,029 quetzals for Guatemalans 
and 3,853 for foreigners in the Compafiia Agricola and 1,256 and 
3,980 quetzals for the same categories in the United Fruit Company.? 

Perquisites, in addition to housing, include the right to buy 
foodstuffs in company stores at cost price or below. 

These benefits are not, however, for rural workers alone. 
In Puerto Barrios the United Fruit Company sells certain quanti- 
ties of foodstuffs at cost price to its railway and dockworkers.* 


0.75 quetzal for overseers and 0.25 for weeders and nurserymen in coffee 
plantations ; they were also 0.25 quetzal for workers on general duties 
(land clearers, stablemen, messengers and servants) and on maintenance. 

1 Circular dated 8 June 1955 of the National Farms Department, General 
Directorate of Agricultural Affairs. 

2United Fruit Company: 1956 Data (mimeographed document) ; and 
Datos 1956, op. cit. 

In 1956 the following foodstuffs were sold in United Fruit Company 
stores in Bananera at prices (per pound) considerably lower than the current 
retail price : rice, 4 centavos instead of 10 ; sugar, 5.5 instead of 10 ; ground 
coffee, 12 instead of 60; beef, 15 instead of 30; beans, 4 instead of 10; 
maize, 2 instead of 5 (minimum) ; bacon, 24 instead of 35; and milk (per 
litre), 18 instead of 20. 

Under a collective agreement signed on 13 November 1956 between 
the United Fruit Company and the Unidén Sindical de Trabajadores de 
Puerto Barrios the following quantities (in pounds) of foodstuffs were sold 
at cost in Puerto Barrios in 1956: 


Per week (married men) 


3 children More than 
or under 3 chi 


Black beans 
Sugar 
Ground coffee 


Foodstuff Per month 
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The small estates also issue food and other commodities to 
supplement their workers’ cash wages. On the El Zapote farm in 
the fertile Escuintla district under a collective agreement signed 
on 12 January 1952 the daily ration comprises 2 lb of maize, 1 Ib 
of beans, 1 lb of coffee, 14 Ib of salt and % lb of lime. 

As long as they are fairly shared out, these payments in kind are a 
useful way of cushioning workers against rises in the cost of living 
and the resulting falls in real wages. They are still not very wide- 
spread and are less common in the towns than in the countryside ; 
nevertheless their value, particularly for the worst-off workers, 
is apparent from the interest being taken in them and the demands 
for their introduction or extension. Among the 6,000 employees 
of the Central American Railway Company, many are entitled (as 
is quite common in their occupation) to free housing, water, light 
and travel for themselves and their families. 

Payment in kind, whatever form it may take, is a help and 
often a very great one to the workers, but it is not known how 
many of them benefit by it. It is estimated to be worth 50 centavos 
a day on the average in the United Fruit Company. If it were 
equally high everywhere else, it would still not be adequate in 
most cases to bring earnings up to the minimum subsistence level 
for a working-class family. 

Thus in Guatemala, as in many other underdeveloped countries, 
it is obvious that the majority of workers’ families must have 
more than one pay packet coming in if they are to meet their 
minimum needs. It is usual for the women and children to help 
out with their own earnings, either from a job or some other 
gainful activity. The breadwinner himself, particularly in the 
country districts, usually ekes out his wage by, for example, part- 
time farming or family handicrafts. These may bring in more money 
than his actual job, but no figures are available on this subject 
and in any case the question is outside the scope of this article.! 

In many instances wages are clearly inadequate and this fact 
lies behind the action of the Government anc the efforts of certain 
employers and trade unions. Before describing these steps, a look 
should be taken at the available figures in order to decide whether, 
over the past few years, there has been a rise or a fall in real wages. 


Wage Trends 


In manufacturing industry in the capital average weekly 
earnings in 1956 had a purchasing power equal to or higher than 


1 For the different forms of land tenure and payment in kind see Richard 
N. Apams : Cultural Surveys of Panama, Nicaragua, Guatemala, San Salvador, 
——— (Washington, D.C., Pan-American Sanitary Bureau, 1957), 
PP- 
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the 1952 level except in some industries, namely wood, printing 
and publishing, leather and transport (table XI). The over-all 
increase in nominal earnings (18 per cent.) exceeded the rise in 
the cost of living (9 per cent.). Thus the average over the last 
two years reached the level of the minimum subsistence budget, 
which was exceeded, however, over the whole period in only four 
industries—printing and publishing, beverages, non-metallic mineral 
products and transport equipment. Two others—tobacco and 
electrical machinery—were sometimes above and sometimes below. 

Between 1954 and 1956 on the other hand, whereas the cost 
of living increased by 3 per cent. the earnings of unskilled workers 
as a whole and of skilled workers in some occupations fell as 
compared with the previous year. The former were still above 
the minimum subsistence level in four occupations while the 


skilled men were below it in three others. 


Table XII shows that skilled workers benefited most from the 


increase in real wages. 


The same tendency for most of the gains to go to workers 
who were already best off is also found in agriculture. The relatively 
high wage rates paid by the United Fruit Company and the National 
Farms in the department of Guatemala increased still further, 
where as the corresponding wage rates on the other National Farms 
actually fell (table XIII). This contrasting trend widened still 
further the gap between the lowest-paid workers and the others 
and showed the advisability of an effective minimum wage to 


help reduce it. 


TABLE XIII. AVERAGE MONTHLY EARNINGS OF ALL WORKERS IN 
THE UNITED FRUIT COMPANY AND ON NATIONAL FARMS, 1953 To 1956 


(In quetzals) 


departments 


91.67 
111.08 


25.00 
20.82 
18.18 


Source : United Fruit Company : 1956 Data, op. cit., and Guatemalan Social Security Institute. 


Table XIV also shows that the gap has widened between 
the best-paid workers and the remainder. Although it is not 
known how reliable these figures are statistically, or to what 


National Farms 
Y 
Congeny Guatemala | Other 
department 
90.65 


477 


< 
= 
< 
vA 
1S) 
f=) 
< 
n 
= 
w 
=a 
< 
= 
=) 
a 
= 


org | 
| 


oso 


NADY 
ooon 


~ 
N 
too 
| 
ooo 
oc 


cll 


OTST 68°Z91 
1662 


PCS 
91892 
v9 


99°€ST 
1SZ 


8L'109 LO’ 


CEILS 


| 


+ edenn 

edere 

edeoez 

* 
jeqez] 
eleg 
* 
* ues 
* 
zonbedayryons 
* 

* 
zanbadazeses 


Aaqunod ajoy 


| 


peyiom Aep sed 


sJuruses fenuuy peysom Aep sed s#uruieg 


pur Aljsnpuy 


(sjozjanb uy) 
SS6I ANV 


NI GNV GNV AULSNGNI NI SONINUVA HSVO TVANNV CNV ATIVG ‘AIX ATAVL 


3 
- 
+ 
| 
| 
NHN 
= N 
NAN 
| | | | 
AH or 
| 


478 INTERNATIONAL LABOUR REVIEW 


extent they are representative, there was a general tendency in 
1954 and 1955 for wages to rise in industry and commerce and to 
fall in agriculture. 

In the absence of sufficiently detailed reliable statistics it is 
impossible to decide whether on balance real wages have risen 
or fallen since 1952. It is widely held in Guatemala that in very 
many cases they fell sharply, at least until 1956, and the trade 
union leaders have complained loudly about this development. 
Some of them have denounced the employers in industry and 
commerce and the big landlords for having “created a wages 
problem since the Liberation by cutting down earnings year after 
year ”.} 

The Government also condemned the behaviour of certain 
employers and tried to help the lowest-paid workers by means of 
a legislative decree establishing a basic wage. In the words of the 
Minister of Labour and Social Welfare introducing the measure 
in Parliament on 25 April 1957— 


When the National Liberation Movement finally triumphed, many 
employers in Guatemala thought that with Col. Castillo Armas as President 
all legislation relating to labour law, progress and social justice would be 
swept away .... These wage cuts, for which there is no shred of justifica- 
tion, are the main reason why the Government has placed this Bill before 
Parliament. 


MINIMUM WAGE POLIcy 


The 1956 Constitution lays down (article 116) as one of the 
fundamental principles of labour policy that “ the minimum wage 
shall be fixed periodically in consultation with the workers and 
employers and with due regard to the kind of work done, the 
material, moral and cultural needs of the workers and the desir- 
ability of encouraging production ”. 


The Labour Code 


In accordance with this policy, the Labour Code ? defines the 
minimum wage, lays down criteria (purchasing power and occupa- 
tion) and specifies the wage-fixing procedure. This minimum must 
be fixed once a year under a three-tier system whereby the Govern- 
ment comes to its decision on the recommendation of the employers 


1 Consejo Sindical de Guatemala : Boletin informativo semanal, 26 Mar. 
1957 (mimeographed document). 

2 See I.L.0. Legislative Series, 1956 (Gua. 2), which contains the amend- 
ments made to the Labour Code by Decree No. 570 of 28 February 1956 
as well as references to the previous amendments published in the J.L.O. 
Legislative Series. 
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and workers concerned (forming part of a joint board under the 
chairmanship of a government representative) and in consultation 
with the appropriate governmental bodies. 

These provisions were taken over bodily from the 1947 Labour 
Code. The Government of the time had tried to put them into 
effect but had run up against a number of insuperable difficulties. 
Following the recommendation of the technical assistance mission 
sent by the I.L.O. in 1952 a minimum wage of 1.25 quetzals a day 
was fixed for the textile industry, which was chosen as a pilot 
industry !; this wage has remained unchanged and is still the 
only one in force. 


The Legislative Decree Establishing a Basic Wage 


These trends, particularly in prices and wages and the decline 
in the purchasing power of the lowest wages or their tendency 
to lag behind the rise in the cost of living and in the wages of the 
better-off workers, made it increasingly urgent to fix an adequate 
minimum wage. The Government fully grasped this need and 
as early as October 1956 announced its intention of tackling the 
problem by reorganising the Ministry of Labour and making it 
responsible for “ fixing a basic wage to cover essential needs in 
food, clothing, housing, medical care, etc.”.2 To this end a Bill 
was soon brought forward. Announcing this, the President’s 
message to Congress on 1 March 1957 explained— 

For my Government the worker is not simply a producer of goods 
but a human being who is entitled to steady employment in reasonable 
conditions for a fair wage, as well as to health, education and mental 
satisfaction. 

The Government has submitted a Bill for the establishment of a basic 
wage. It has taken this course because before the existing minimum wage 


scheme can take effect, preliminary investigation is necessary and this 
has delayed action to deal with the workers’ most urgent needs. 


As the Minister of Labour pointed out to Congress on 25 April 
1957— 


The minimum wage scheme provided for by the Labour Code which 
came into force in 1947 has remained a dead letter in Guatemala with the 
sole exception of the textile industry, and even then the full survey was 
not completed, while the preliminary work was done under the auspices 
of the International Labour Organisation. 


Economic as well as social considerations helped to account 
for this new measure. The Minister in his introductory speech 
said— 


1See “ An Approach to Minimum Wage Fixing in Guatemala ”, op. cit. 


2 Decree No. 1117, dated 15 October 1956, establishing the Ministry 
of Labour and Social Welfare (E/ Guatemalteco, 17 Oct. 1956). 
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It should not be thought that the Bill is designed solely to protect 
the workers. In drafting it the special circumstances and economic position 
of the employers have also been borne in mind. The economic growth 
of Guatemala is undeniable, but it is also a fact that the resulting profits 
have remained in a very few hands and virtually monopolised. This state 
of affairs is liable to hold up the progress of the economy, for it is essential 
that the wealth created by national development should be shared out 
among the majority and benefit the community as a whole. 


This, as the preamble makes clear, was the spirit behind the 
important legislative decree establishing a basic wage, published 
on 30 April 1957. The text of the decree is as follows : 


Whereas 

In accordance with the Constitution of the Republic it is the duty 
of the State to create economic conditions conducive to social well-being 
and to foster good relations between capital and labour thereby necessitating 
legislation to maintain equity and justice between both sides of industry 
in accordance with the true social, economic and cultural needs of the 
Guatemalan people and the constitutional obligation to preserve the pro- 
tective character which is the first essential of labour law ; 

Every person in employment is entitled to remuneration enabling him 
to live in conditions of self-respect, which must be secured in such a way 
as to promote good relations between employers and workers ; 

The minimum wage scheme provided for in the Labour Code will 
remain ineffective without proper co-ordination, by means of a realistic 
wages policy, of the economic factors involved in any relationship subject 
to labour law ; 

The Parliament hereby decrees : 


1. The Executive is hereby authorised, in exercise of its discretionary 
powers, to fix basic wages from time to time by means of duly substantiated 
orders issued through the Ministry of Labour and Social Welfare until such 
time as the technical work and research preparatory to the introduction 
of a system of minimum wages, as contemplated in the Labour Code, has 
been completed. 


2. The orders referred to in the preceding article may be applied 
throughout the national territory or merely in a given area. They may 
further be applied to each professional, industrial, commercial, stock- 
breeding or agricultural activity, either throughout the country or in any 
part thereof, and likewise to specific undertakings. 


3. The wages freely agreed to by employers and employees or fixed 
by the labour and social welfare courts may not be less than the basic 
wage or wages fixed in accordance with this decree. 


4. The fixing of a basic wage shall in no circumstances constitute 
grounds for the reduction by the employer of the benefits and services 
that the worker was receiving at the time of application of this decree 
or for any increase in the volume of his work. Neither shall it imply any 
restriction or reduction of the worker’s rights, as guaranteed by law.! 

[This is followed by sections dealing with penalties, scope and entry 
into force. | 


1 Decree No. 1165 establishing a basic wage, 29 April 1957 (El Guate- 
malteco, 30 Apr. 1957, No. 19, p. 217, and I.L.O. Legislative Series, 1957 
(Gua. 1.)). 
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The significance of this measure was emphasised in official 
quarters. The General Secretary of the National Liberation 
Movement (the official party) welcomed this statement of official 
wages policy as a major social advance. Speaking in Parliament, 
the Minister of Labour presented the draft decree as “ one of the 
most important labour measures in the history of our country ”. 

Its chief aim was to restore the Government’s power to fix wages 
directly, without making it necessary to set in motion the com- 
plicated machinery established by the Code. This power was 
granted for as long as was necessary to complete the preparatory 
work and research required to implement in full the sections of 
the Code dealing with the minimum wage. 

This involved reversion to the principle of fixing wages by 
authority, which had been introduced in 1943. The Government 
of the day in a decree dated 27 July 1943? laid down that all 
firms in manufacturing industry must guarantee their workers 
fair wages having regard to their skill, the work performed and 
the economic and financial position of each individual firm. For 
this purpose the Government was empowered to fix minimum 
wages for various industries in different parts of the country. But 
before any action was taken to put this measure into effect, it 
was superseded by the 1947 Labour Code. 

During the parliamentary debates which preceded the passing 
of the legislative decree of 29 April 1957 the question arose whether 
the minimum wage prescribed by the Code and the basic wage 
established by this decree were not one and the same thing. It 
emerged that, legally speaking, there was a distinction between 
the two. 

In practice, the decree makes it clear that the basic wage 
must be established pending the introduction of the minimum 
wage (and as a temporary substitute for it) with exactly the same 
geographical or occupational coverage, i.e. professional, industrial, 
commercial, stock-breeding or agricultural occupations in all or 
part of the country and in particular undertakings. An amendment 
to delete this last phrase on the ground that it might weaken the 
competitive power of some firms was rejected by Parliament. 
Although the basic wage is only an interim measure, it does not 
necessarily follow that it completely supersedes the minimum 
wage, even provisionally. In the decree there is a major difference 
—there is no reference to family needs as in the definition given 
in section 103 of the Code. So far, it is impossible to say whether, 
in actual fact, the basic wage will be fixed having regard to the same 


1 El Imparcial, 22 Mar. 1957. 
2 Diario de Centroamerica, 27 July 1943, and J.L.O. Legislative Series, 
1943 (Gua. 1). 
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factors as the minimum wage. For this, it will be necessary to see 
how the decree is put into effect, since the Government has not 
yet taken any action. 

During the parliamentary debate a number of speakers dwelt 
on the hostility which could be expected from the employers, who 
considered that no new action was called for and that the minimum 
wage would be enough. Their general feeling was that the Labour 
Code as a whole, or at least in some of its provisions, was too 
advanced for Guatemalan conditions and it should either be 
amended or its introduction postponed. When the new Govern- 
ment revised some parts of the Code, it bore these views in mind but 
made no changes in the wording of the chapter dealing with 
minimum wages, or in the substance of the sections regulating 
wages. The employers, therefore, have not budged from their 
opinion that first of all the law should be revised in certain respects. 
They make this clear in one of their statements on the subject— 

The workers must realise that they are bound to encounter opposition 
from the employers over wage increases as long as the vexed problem of 
dismissal pay is not satisfactorily settled. The reason for this is that in 


calculating dismissal pay, any wage increase is multiplied by the number 
of years’ service. The law on this point is thoroughly unjust.! 


Before submitting the draft decree to Parliament, the Govern- 
ment had sought the views of the trade unions at a meeting of 
delegates held in the capital.? One of the trade union federations, 
the Guatemalan Trade Union Council, which was not represented 
at this meeting, protested a few days later in its newspaper against 
the Government’s proposal— 

The basic wage which is now being prepared is anything but a step 
towards tackling the wages problem .... The way to give Guatemalan 
workers a square deal is to abide strictly by Chapter II of the Labour Code, 
which deals perfectly adequately with the whole question of the minimum 
wage and the procedure for fixing it... .% 


The Action Taken 
The State as an Employer. 


The State, which administers the National Farms, has, since 
the end of the Second World War, become one of the largest em- 


1General recommendations of the Industrial Relations Committee, 
Second Conference of Private Employers, 19 July 1957, mimeographed 
document (Guatemala City, August 1957). This refers to the obligation 
of every employer, under article 116 of the 1956 Constitution, to pay 
compensation equivalent to one month’s wages for every year of continuous 
service to any worker dismissed without good cause. 

2 El Imparcial, 22 Mar. 1957. 


8 Boletin Informativo Semanal, op. cit. 
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ployers in the country.' In this capacity it granted a minimum 
wage of 0.80 quetzal per day in 1951 to workers on these farms. 
Although still legally in force, this does not seem to have been 
put into effect everywhere, as can be seen from the wage statistics 
for the National Farms quoted earlier. 

Where it is in effect, this minimum wage was recently increased 
to 1 quetzal a day. This affects 130,000 coffee pickers, during 
the harvesting season, with effect from 15 September 1957.? 
This increase in the minimum wage, according to the Minister of 
National Economy, Mr. Edgar Alvarado Pineta, was granted in 
order to enhance the workers’ purchasing power and improve 
their living conditions, in accordance with the social policy of the 
late President Castillo Armas. 

According to the newspaper E/ Imparcial, this increase had a 
mixed reception on the National Farms, where it had been hoped 
that it would be granted to all the workers. Others thought, 
however, that the Government’s example would encourage private 
employers, particularly the coffee growers, to grant an increase 
in wages as well, or to introduce a contractual minimum wage. 


The Contractual Minimum Wage. 


Collective agreements under which no worker covered by the 
agreement may draw less than a certain wage can be considered 
as establishing a minimum wage. 

A look at the collective agreements signed between Guatemalan 
firms and their workers reveals no instances of this in industry 
and commerce and only a few in agriculture. Thus, on the El Zapote 
farm, under a collective agreement dated 12 January 1952, the 
minimum wage amounts to 0.80 quetzal a day plus an issue of food. 
Similarly, the collective agreement signed on 7 March 1949 between 
the United Fruit Company and the Compafiia Agricola on the one 
hand, and their workers’ unions and the Unién de Trabajadores 
de Puerto Barrios on the other, fixed a daily minimum wage of 
1.37 quetzals for Bananera and Tiquisate. According to figures 
recently published by the United Fruit Company * the guaranteed 
minimum wage in 1956 was 1.64 quetzals in cash plus various 
payments in kind whose estimated daily value was 0.16 quetzal, 
making the total minimum wage 1.80 quetzals. The same company 


1 The present Government is considering selling the National Farms in 
order to purchase the International Central American Railways. This 
Company, which has been losing money, has been put up for sale following 
a series of wage claims. 

2 El Imparcial, 12 Sep. 1957. 


3 1956 Data, op. cit. 
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in a collective agreement signed with the Union de Trabajadores 
de Puerto Barrios on 13 November 1956 (which was due to come 
into force on 5 June 1957 for three years) undertakes to pay 
minimum hourly wages of 0.48, 0.57 and 0.69 quetzal, depending 
on workers’ grades. 

Lastly, mention should be made of guaranteed wages, which 
are distinct from, though akin to, minimum wage rates (and have 
much the same effect). An example of this is to be found in the 
collective agreement signed by the International Central American 
Railway Company and the railwaymen’s union (S.A.M.F.). Under 
this agreement the minimum payment per trip outside normal 
working hours for grades 1 and 2 drivers and for guards is fixed 
at 5.25, 4.20 and 4.35 quetzals respectively. The wage rates of 
permanent standby staff are also guaranteed. 


Trade Union Claims. 


This same union, which is active and well organised, has a 
remarkable record of success in raising the workers’ wages. As 
a result of the chronic increase in consumer prices after 1946! 
it demanded an adjustment of the existing wage rates and the 
negotiation of a new agreement. The one now in force, which 
was negotiated in 1949, granted an increase of 40 per cent. in the 


case of wages lower than or equal to 30 quetzals a month, of 
12 per cent. in the case of wages between 30 and 44 quetzals and 
of 5 per cent. in the case of higher wages. The claims made in a 
new draft agreement drawn up by the union in 1956 amounted 
to an all-round increase of 50 per cent. (unless specified to the 


contrary).” 


CONCLUSION 


Thus, side by side with contractual minimum wages agreed on 
by the parties and stipulated in collective agreements, and 
minimum or guaranteed wages granted by individual employers, 
Guatemalan law provides for the fixing of a statutory minimum 
wage by government decision, reached once a year on the recommen- 
dation of the appropriate joint boards and following a general 
inquiry by the Labour Administrative Department. Until this 
statutory minimum wage comes into force, the Government is 
entitled to fix basic wages on its own initiative and authority. 


1 Direccién General de Estadistica : Boletin mensual, No. 2, 1957, op. cit. 

2 See Organo de Informacién del S.A.M.F., 30 Sep. 1956. The parties 
were unable to agree on a new version and the yy developed into a 
strike. The railwaymen were then requisitioned by the Government which 
is now considering buying the railways. Should it do so, the union has 
declared its willingness to forgo these claims and even to accept a wage cut. 
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MINIMUM WAGE PROBLEMS AND POLICY IN GUATEMALA 


There are therefore two courses open to the Government in 
seeking to protect the worst-off workers—the minimum wage 
provided for by the Labour Code and the basic wage fixed by the 
legislative decree of 29 April 1957. 

By and large, there is no such thing as a minimum wage in 
force (apart from a handful of cases where it no longer has any 
relation to the present-day cost of living). A minimum or guaran- 
teed wage is also found in a few collective agreements. Similarly, 
on a number of National Farms, there has in practice been a 
minimum wage since 1951 which was increased in 1957 in the 
case of coffee pickers. But the basic wage has not yet been put 
into effect and the statutory minimum prescribed by the Code 
has come into force only in the textile industry, where it remains 
at the level originally fixed in 1953. “It is unfortunate ” wrote a 
trade union organisation on this subject “ that Chapter II of the 
Labour Code (Title III) should have remained a dead letter.” ! The 
main purpose of the decree of 29 April 1957 was to find a way out 
of this impasse. 

Since this decree the Government can take a direct hand 
in fixing basic wages. This approach duplicates, and is designed 
to supplement where necessary, the normal minimum wage pro- 
cedure, which is operated by joint boards. Employers and workers 
can be expected to prefer this latter method, which gives them a 
voice in the fixing of minimum wages. This was, in fact, the 
procedure followed in the textile industry, which is the only 
case in which it has been introduced. Many public figures, 
employers and workers approved of this measure both in principle 
and in practice. Some of them, however, were against the decree 
of 29 April, one of the reasons being the lack of any reference in it 
to participation on their part. There was a clause to this effect in 
the draft submitted by the Government and the Committee but 
it was deleted by Parliament ; nevertheless, this does not actually 
rule out any participation of this kind and there is nothing to 
stop the Government, in practice, from consulting the employers’ 
and workers’ representatives, at least unofficially. In fact, before 
submitting the decree to Parliament, it did sound out the trade 
union leaders in addition to consulting both employers and 
workers over the reform of the Labour Code in 1955. 

From the legal standpoint the Constitution requires the 
Government to fix minimum wages and the law gives it power 
to do so. From the economic standpoint the country’s prosperity 
should enable the great bulk of employers to adjust at least the 
lowest wages which, owing to the rise in the cost of living (resumed 


1 Boletin Informativo Semanal, op. cit., 26 Mar. 1957. 
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in 1958), now fall far short of the workers’ reasonable needs and 
obligations. Even more than in 1952, economic progress should 
make it possible to raise the lowest wages. As it happens, during 
1957 average earnings in most manufacturing industries in 
Guatemala City did increase slightly (table XI) and this should 
be of some help in carrying out the legislation on minimum or 
basic wages. 


Index-based Adjustments 
for Social Security Benefits 


by 


Elizabeth LIEFMANN-KEIL 
University of the Saar, Saarbriicken ' 


The protection which a social security system has been designed to 
afford can be seriously weakened by progressive currency depreciation, 
for benefits quoted in terms of money at one time will no longer have 
the same real value when they are paid at a later time. Moreover, 
even if benefits had a constant real value they would gradually come 
to represent a smaller proportion of the national product as this 
expands with economic development and the rise of productivity. The 
longer the time between the moment when the benefit is fixed and that 
when it is paid, the greater will be the effect of these two factors ; hence 
long-term benefits, such as various types of pensions, are affected more 
than short-term benefits. These considerations have led many people 
to consider how social security benefits can be protected from the erosion 
of inflation and how the beneficiaries can be ensured a share in the 
rise of national prosperity ; indeed, a number of attempts to attain 
these two aims by linking the rate of benefits to various indices have 
been made in different countries. 

In the first part of the following article Professor Liefmann-Keil, 
who is Professor of Economics at the University of the Saar, discusses 
the problem of index-linking for social security benefits, describes the 


1 My first research on this subject, during a period of study in the United 
States, England, Denmark and Sweden, was made possible by the Rocke- 
feller Foundation. Subsequently a grant from the Deutsche Forschungs- 
gemeinschaft enabled me to pursue the work in Geneva. I am much indebted 
to these two institutions and to the many persons in the various countries, 
with whom I was able to discuss the problems of index-based adjustments. 
However, I alone am responsible for the views expressed in this article. In 
_writing it I have drawn heavily upon the exhaustive research on the subject 
of index adjustments in the money market by Professor Tord PALANDER 
(Indexvregleringar pa Lanemarknaden, monograph commissioned by the Swedish 
Royal Finance Department in 1956). Cf. also his “ Realvardegaranterat 
Penningsparande : Méglighet eller Utopi ? ”, in Svensk Sparbanks Tidsskrift 
(Stockholm), Vol. 40, No. 10, pp. 457 ff. 
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difficulties connected with the introduction of a system based on this 
principle, and briefly examines the record of practical experience. In 
the second, more theoretical, part of the article the author makes an 
attempt to assess the complex effects of index-linked social security 
benefits on the economy as a whole. 


HE year 1958 marked the twenty-fifth anniversary of the first 
attempt ever made to guarantee the real value of social 
security benefits, which took place in Denmark in connection with 
a reform of the national social security scheme. Since the mid- 
century the adjustment of social security benefits in accordance 
with economic indices has become more and more widespread ; 
every year, new ways of linking rates to indices are being considered. 
New, improved and more complex methods are constantly being 
devised and presented to the public in the form of proposals, or 
to parliaments in the form of draft legislation. 

The need for these “ index-pegs ” indicates that something is 
amiss in the functioning of the monetary system. It is a sign that 
currency is regarded as an inadequate standard of deferred pay- 
ments and that there is a conflict between two areas of policy which 
exert an influence on the distribution of income, namely social 
security policy and monetary, economic and wage policies. 

The earlier legislation on social security proceeded generally 
from the assumption that the value of money could be expected 
to remain constant, thus implying stable prices for consumer goods; 
and that by and large the national product could be expected to 
remain unchanged. It therefore seemed sufficient to express benefits 
in terms of money. 

But this assumption is not borne out in fact. Price fluctuations 
affect the real value of benefits, and the share of benefits in the 
national product does not remain the same. Monetary, economic 
and wage policies affect real income and hence the real value of 
social benefits and the share of the national product they represent, 
i.e. the shares of the national product accruing to the several 
groups of income recipients do not remain constant. 

It follows that the various ways of influencing income distribu- 
tion may conflict with one another. Social security policy aims as 
a rule at specific levels for the various types of benefits or specific 
ratios between benefits and earnings ; but attainment of these ends 
may be greatly hindered by changing, and particularly falling, 
currency values. 

The systems of adjustment of social security benefits in accord- 
ance with an index studied in this article are designed to remedy 
the situation. But it must be emphasised at the outset that index- 
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based adjustment does no more than evade this conflict and offset 
the special effects of monetary, economic and wage policies. As 
such, it is at best a kind of makeshift solution : it will not lead to 
the co-ordination of social and economic objectives, nor the co- 
ordinated application of social security and over-all economic 
policies. 


THE AIMS OF INDEX-BASED ADJUSTMENT 


The particular aims that are increasingly being assigned to social 
security policy are by no means confined to the social security field. 
They are of very wide significance and involve fundamental prob- 
lems of general concern. Briefly stated these are: (a) how to 
secure the real value of incomes and (b) how to preserve the shares 
of given types of income in the national product. 

The first problem arises from the fact that the real value of 
incomes that have been nominally fixed for relatively long periods 
will decline with a depreciation of the currency ; its solution lies in 
protecting persons drawing fixed incomes. It concerns the creditor 
class in particular—a class which in this context embraces also 
the recipients of social security benefits, the corresponding debtor 
being the Exchequer or some other public institution—for one 
of the effects of a fall in the value of money is to reduce the real 
value of debts, to the advantage of the debtor and at the creditor’s 
expense. 

The second problem is to maintain certain income parities so 
that the share of the national product accruing to a given social 
group—in this instance the beneficiaries of social security income— 
remains constant. 

This second problem has two elements. The first concerns cur- 
rent benefits ; in this case the aim is to maintain the share of social 
security benefits in the national product by constantly increasing 
benefit rates in step with other forms of income (e.g. wages). The 
second concerns the calculation of the earnings on which the rate 
of benefits will be based. Here the aim is to determine the relative 
standing of an individual’s earnings in the scale of earnings through- 
out his life. 

There are, or course, various ways in which the solutions of 
these two problems can be combined. It is equally conceivable 
that only one of them or part of one will be tackled. Irrespective 
of the decision taken in this regard, however, it is necessary to 
distinguish three trends of economic change having a direct 
effect on social security benefits. (At the same time it appears 
reasonable to work on the basic assumption that the national 
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product is steadily growing.) Firstly, prices of consumer goods 
may rise, though not so fast as wages, with the result that 
the real value of benefits falls, and the share of benefits in the 
national product also falls. Secondly, prices of consumer goods 
may remain the same while wages rise, the result being that the 
real value of benefits is unchanged but the share of benefits in the 
national product declines. Thirdly and lastly, consumer goods 
prices may fall without a drop in wages, with the consequence that 
the real value of benefits is enhanced, and their share in the national 
product is not diminished. 

The first type of change has provided most of the impetus for 
the introduction of index-based adjustment, and indeed trends 
of this sort are widely reckoned with in present-day social security 
policy. They are essentially bound up with the first of the prob- 
lems mentioned above, i.e. the maintenance of the real value of 
benefits. 

The second type of change is chiefly taken into account when 
it is intended to achieve the second aim as well, i.e. to safeguard 
the share of benefits in the national product and preserve the 
relative status of former workers within the pattern of income 
distribution. 

The third type of change corresponds to a turn of events in 
which it would be sufficient to retain money as a unit of account 
for social security benefits. This kind of change, however, quite 
apart from the fact that it has occurred practically nowhere in 
recent times, is generally regarded as not being likely to take place 
in the future. 

We must now examine in detail what methods there are of 
improving social security schemes to counteract the developments 
in the first and second contingencies described above. These 
methods will be studied under four headings corresponding to the 
following four requirements : 

The first is that of safeguarding the real value of benefits or 
their share in the national product, i.e. the continuous adjustment 
of benefit rates to changing economic conditions. In the Scandi- 
navian countries this is called ensuring “ stability of value ”, the 
word “ value ” being understood here in two senses : absolute (or 
real) value, and relative value (in relation to the national product). 

The second consists in guaranteeing that the position in the 
income scale to which an individual has attained during his work- 
ing life is taken into consideration for social security purposes, 
i.e. in revaluing earnings for the calculation of social security 
benefits, and fixing a common basis of assessment and an individual 
stable-value basis of assessment. This task of stabilising the 
individual’s basis of assessment is termed in Scandinavia ensuring 
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“ stability of standard ”.! The third requirement is that of financing 
the benefits thus adjusted, while the fourth is that of making the 
transition from the previous system (of computation in terms of 
money alone) to the new. 


Safeguarding Real Value 


Before any steps can be taken to safeguard real value two ques- 
tions must be answered. Firstly, what are benefits to be adjusted 
to? Secondly, how is this adjustment to be undertaken ? As yet 
the observers are by no means unanimous as to the procedure 
which best accords with the aims and objectives of social security 


policy. 
Choice of Index. 


As regards the first question we are immediately faced with 
the choice between two possible bases of adjustment, namely 
adjustment to the prices of goods or to incomes. The first pre- 
supposes the existence of price indices which sufficiently reflect 
fluctuations in the value of the currency, while the second implies 
that incomes mirror the relevant fluctuations and that it is desir- 
able to keep benefits in step with changes in other incomes. 


At first it was generally considered enough to safeguard real 
values. Gradually, however, the desire to give persons in receipt of 
social benefits a share in the growth of the economy began to assert 
itself with increasing force, with the result that the idea of income 
parity was introduced into social security policy.? It may perhaps 
be suggested that this is clear evidence that in social security policy 


increasing attention is being paid to the “ social significance of 
consumption ” and the so-called “demonstration effect”, and 
also to the hypothesis that consumption in any one period is deter- 
mined by consumption in earlier periods (particularly the previous 
peak consumption standard).* It would thus appear that the 
mission of social security is no longer to offer protection against 
destitution and the like, but to safeguard an acquired social status. 

1 Needless to say revaluation is required only if, under the social security 


scheme in question, benefits are based on the ratio between earnings and 
national product during the working life of the insured person. 

2 This concept was one that had previously been mainly used to justify 
demands for preferential treatment emanating from branches of the eco- 
nomy which desire to preserve their position in the face of a contrary trend 
in the economy. Such industries are especially bent on securing government 
subsidies (a striking example of this being agriculture). In all cases of this 
kind a specific income structure is taken as standard and an effort made 
to preserve this particular pattern of distribution. 

3 J]. DUESENBERRY : Income, Saving and the Theory of Consumer Behavior 
(Cambridge, Mass., Harvard University Press, 1949). 
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It follows that the indices that may be used as a basis for the 
continuous adjustment of pensions in payment must serve several 
entirely different purposes. The choice of index must not be 
approached with the social benefits and their adjustment alone in 
view. Such adjustment is a special redistribution or transfer opera- 
tion from one social group to another, and the choice of the index 
will in some respects determine how the transfer will operate to 
the advantage of the recipients of benefits, as against other income 
recipients. At the same time, the nature of the redistribution is 
determined by the possibilities of financing. If the method of 
financing adopted has the effect of rapidly unleashing price increases, 
a price index will hardly be a suitable choice. The choice of index 
must thus also depend on the source of the funds, or be adapted 
to financial possibilities. 

When aligning benefits on a price index preference is usually 
given to the cost-of-living index. Critics of this choice (in the 
Netherlands and elsewhere) have made the point that consumer 
habits are constantly changing, the inference being that an index 
of this kind leads to lop-sided adjustments and cannot ensure 
a given standard of living. It is for this reason that the idea has 
been mooted of calculating a special index for social benefits (e.g. 
a cost-of-living index for pensioners, as introduced in Sweden or 
proposed in 1957 by the British Labour Party for a national 
superannuation scheme). 

If an income index is decided on, there are likewise several 
alternatives to choose from ; a wage index may be taken—possibly 
based on average rates under collective agreements—or an index of 
national income may be used. In recent years recourse has more 
often been had to indices of this type, mainly because in periods 
of growth the aim of sagefuarding real values appears less impor- 
tant than that of bringing about a parallel evolution in the incomes 
of the working and the non-working population. Undoubtedly 
there is here a tacit assumption that (particularly where wages are 
concerned) real incomes will not be allowed to fall and that, pro- 
vided stability of standard is ensured, stability of value will 
necessarily be safeguarded. 

Irrespective of whether a price index or an income index is chosen, 
the effect of the chosen index may be influenced by the length of the 
period of reference, e.g. by taking the average of the last three 
years or the movements in the last year but one, etc. In this way 
freak fluctuations can be smoothed out and adjustment deferred. 


Method of Adjustment. 


The question of how the adjustment is to be undertaken can 
itself be resolved into three specific questions. Is the adjustment 
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to be effected automatically, or is periodic adjustment to 
depend on a special decision in each case ? At what intervals and 
for what variations of the index is the adjustment machinery to 
be set in motion ? Are adjustments only to be made in the case 
of upward variations of the index, or in the case of downward 
variations as well ? 

In the context of social security benefits index linkings are 
usually taken to mean automatic adjustments to variations in the 
chosen index. It is, however, quite possible for adjustments to be 
made only periodically by a special decision on each occasion as in 
Great Britain and, since 1957, in the Federal Republic of Germany. 
This procedure is justified on the grounds that automatic adjust- 
ments increase the dangers of inflation. It is also argued that pro- 
tection against depreciation in real values should not be afforded 
merely to one group of income recipients, that all persons drawing 
incomes are equally entitled to such protection. This is tantamount 
to a general rejection of social security policy pursued in isola- 
tion and of a monetary policy which does not lead to a stable 
level of prices for consumer goods. It suggests that the conflict 
between social policy and monetary policy should not be taken 
for granted, but should be reconciled within the framework of a 
comprehensive solution. 

If adjustments are made automatically, the calculation of 
the chosen index may easily become something in the nature of a 
political matter. Thus, in choosing the index, one of the considera- 
tions is to select a reference figure which lends itself as little as 
possible to manipulation. 

In the case of non-automatic adjustment the periodic adjust- 
ments are also likely to become a political issue. In this case, 
there is always the further danger that political forces will see to 
it that adjustments are effected largely (and more liberally) at 
times when such action appears expedient from the electoral 
point of view. If, however, shortcomings of this sort can success- 
fully be overcome it may be possible to fix the intervals and deter- 
mine the amounts of such adjustments with more regard to general 
considerations of social policy (including employment policy, for 
example) and over-all economic policy. Non-automatic adjust- 
ments must be mentioned in this connection because they at times 
“make the pace” for automatic adjustments and at other times 
are used to supplement them. It is probably true to say that 
social security benefits have always been adjusted sooner or later, 
although to varying extents, in every country where there has been 
a major decline in real value. Practical experience has shown 
that the need for some kind of adjustment is nowhere in dispute 
and discussion of the mode of adjustment is for the most part a 
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search for possibilities of perfecting methods. It may thus rightly 
be said that transition to an index-based scheme (particularly to 
ensure stability of value) does not represent a revolutionary change." 

In all types of adjustment the measure of security afforded 
depends to a great extent on the frequency of the adjustments and 
the size of the variation which sets off the adjustment procedure. 
The more infrequent the adjustment, the less the guarantee will 
be worth. For instance, if provision is made for adjustment only 
once a year and prices chance to rise shortly after the adjustment 
date, it will take nearly a year before the decrease in real income 
is levelled out. From the social point of view this of course will 
be undesirable, but it might conceivably have favourable effects 
in keeping the economy on an even keel. Much the same applies 
to the size of the variations which set off the adjustment procedure ; 
it is perfectly possible that the stipulated variation in the cost-of- 
living index (to take this example) will never be reached, but that 
in spite of this there may gradually be an appreciable decrease in 
the real value of benefits. There is a growing tendency, therefore, 
to make the variations required for adjustments smaller and smaller, 
for either social or economic reasons. 


Revaluation of Earnings 


Revaluation of earnings is concerned, it will be recalled, with 
maintaining “ stability of standard ” (as it is called in the Scandi- 
navian countries), with keeping social security benefits in a specific 
relationship to previous real earnings. If only flat-rate benefits 
are granted such an objective can have no meaning ; however, 
since the general trend is to go over to benefits that are related 
to earnings, it is quite possible that the problem of revaluation 
of earnings will gradually arise in more and more countries. 
Great Britain offers an example of this change in attitude. In the 
scheme for old-age pensions proposed by the Labour Party in 1957 
it was stated: “ Wage-related pensions satisfy the social require- 
ments of the second half of the twentieth century just as flat-rate 
pensions suited the first half.” ? It is thus becoming evident that 
the mission of social security is less and less to afford a shield 
against poverty; it increasingly represents an income policy 
designed to produce a specific income structure, a specific differ- 
entiation of income as between man and man, and as between one 
period and another. 


1H. Jecut : Okonomische Probleme der Produktivitatsrente, Schriften des 
Bundesarbeitsministeriums, Heft 4 (Stuttgart, 1956), p. 18. 


® National Superannuation—Labour's Policy for Security in Old Age 
(London, 1957), p. 17. 
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If the social security benefit is computed on the basis of the 
income level attained during the individual’s working life and 
if incomes have risen in terms of money in the past, a person 
who has a long working life behind him would be put at a dis- 
advantage in the calculation of old-age pensions. The task, there- 
fore, consists in revaluing earnings for the purposes of this calcula- 
tion. The earnings of the individual in any given year must be 
related to a factor which would express, for example, its relation 
to other incomes in that year. But, in order to calculate social 
security benefits, we need not only this individual basis of assess- 
ment but also a general basis of assessment. For this purpose it 
would be possible to take as reference figure some such standard 
as the average income per head, the average income of the gainfully 
employed population or the average national wage as shown by 
social insurance contributions. The average over a number of 
years may be specified as the datum figure, which has the advantage 
of preventing short-lived fluctuations in earnings from being 
reflected in social security benefits. 


Financing the Adjustments 


The problem of financing the extra cost resulting from the index- 
adjustment of social security benefits has hitherto received very 
little attention. Now the question to be answered here is the fol- 
lowing : Is there any way in which the enhanced benefits can be 
financed other than by simultaneously increasing contributions on 
the pay-as-you-go principle ? 

Whatever the answer to this question, whatever the mode of 
financing adopted, one thing is certain : that the working population 
will have to make over a larger part of its income to the non- 
working population under guaranteed schemes of this sort than 
would otherwise be the case, for security for the recipients of 
benefits is synonymous with heavier financial burdens for the 
institutions responsible for social security. 

But it is not enough to decide whether funds should be raised 
through contributions or taxes, or whether at a given time the 
working population should support the non-working population. 
To answer the above question we must inquire whether by accumu- 
lating reserves and perhaps by investing these funds in some 
special way it would not be possible to ensure that resources will 
be available to meet the cost of increasing social security benefits. 

It must further be borne in mind that the choice of index has 
no little significance for the choice of the method of financing, and 
vice versa. It would hardly be contested, for instance, that indirect 
taxation is a method of financing that is not particularly compat- 
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ible with alignment of benefits on a price index, for an increase 
in indirect taxes will, if anything, quickly push the price index up 
and thereupon entail increases in benefits ; in other words it will 
occasion further increases in taxes. If financial requirements can 
only be met from indirect taxation, therefore, it would appear 
more expedient to align benefits on an earnings index. 

Basically there are three possible methods of financing : 


(a) under a non-contributory scheme of appropriation out of 
public funds, by means of appropriate taxation arrangements ; 


(6) under an accumulation-type insurance scheme, either 
by means of guaranteed-value investments or by state grants ; 
or 

(c) under a pay-as-you-go insurance system, by means of 
corresponding increases in contributions, possibly supplemented by 
Exchequer grants. 


As a general rule the system of Exchequer grants is favoured. 
Index-related investments might at first sight seem to be an appro- 
priate and ready-made solution to the funding problem, but they 
have nowhere been put into practice to date, because there is a 
considerable amount of controversy over index-modulation in the 
money market. Gearing contributions to an index might seem an 
equally obvious course to take ; however, such action would fall 
short of the mark. The longer the period of insurance and the later 
the fall in the value of the currency during that period, the greater 
must be the increase in contributions in order to finance social 
benefits. It was therefore rightly stated in the Danish Government 
Report on Old-Age Insurance in 1955 that contributions cannot 
be regulated in such a way as to guarantee stability of value for 
benefits." 

In a word, no method has yet been devised which would enable 
assets to be tailored to liabilities. 

The provision of Exchequer grants can only be regarded as an 
expedient. It does, however, enable the insurance system to be 
retained without making special allowance for the fact that benefits 
are related to indices. The supplementary expenses that are 
incurred in social security as the result of monetary, economic 
and wage policies, are thereby off-loaded on the Exchequer. This 
obscures the financial issue, but does not alter the fact that by 
and large the financing has to be borne by the insured person just 
the same, though in the form not of higher contributions but of 


1 Cf. Betaenkning om Folkepension 1955, No. 123, pp. 81 ff. and G. 
shrift, 


DRACHMANN: “Henimod Folkepension”, in Socialt Tids , Vol. 31, Nos. 


5-6, 1955, p. 187. 
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increased taxation. Moreover, the burdens do not have to be 
apportioned in the same way as they would in an insurance scheme. 
Only in a rather limited and conditional sense, then, can social 
benefits be traced back to contributions, which clearly shows that 
index-linked schemes represent no more than a makeshift solution. 


Transitional Arrangements 


The task of effecting the transition from a conventional “ face- 
value ” scheme to an index-related scheme is complicated by the 
fact that a change of this nature does not usually occur alone. 
The switch from one scheme to the other has hitherto always 
been made in conjunction with other improvements. Adjustments 
to changes in the value of money are continually being made, even 
in countries which to date have rejected index-modulation in any 
shape or form. It can thus be asserted that in many cases the tran- 
sition to an index-related scheme of social benefits is no more than 
the systematisation and institutionalisation of a practice that had 
previously been resorted to in a relatively arbitrary fashion. 

Hitherto we have in effect discussed the various possible 
methods of systematisation. Here the problem is to determine the 
strategic moment when the introduction of the system will have 
the least undesirable repercussions on the economy as a whole. 
The key to this problem is that the more stable consumer goods 
prices are at the time an index-related scheme is introduced the 
less friction will be occasioned by the change. In such a situation 
there is less risk that the introduction of the scheme will be inter- 
preted as a lack of determination to safeguard the stability of the 
currency. There is also less likelihood of reactions in other areas of 
the economy. In other words, if index-modulation is regarded as 
needful and suitable at all, it is better to introduce it as a pre- 
cautionary measure. 


IMPLEMENTATION AND EXPERIENCE 


Index-related social security benefits are found to an increasing 
extent in old-age, survivors’ and disability insurance. They also 
occur in accident insurance, sickness insurance, unemployment insur- 
ance and family allowances. As has already been mentioned, social 
benefits were first linked to economic indices a quarter of a century 
ago, when the Danish social security scheme was reformed in 1933. 
The link was designed, in this case, to ensure stability of value for 
social security benefits ; the index adopted was a price index. Ten 
years ago, the first index-modulation designed to guarantee stability 


498 INTERNATIONAL LABOUR REVIEW 


of standard was introduced—in France in 1948.1 Here the index 
was an index of earnings, albeit a modified one since 1950 in that 
wages were themselves influenced by a cost-of-living index through 
the operation of the statutory minimum wage. 

Since 1933 index-related benefits have been introduced in 
many countries. On each occasion new and different considera- 
tions were taken into account and corresponding refinements made 
in the methods of gearing benefits to the chosen indicators. As a 
result there are a multiplicity of alternative forms. For the time 
being index-related schemes designed to safeguard stability of value 
are in the majority and consequently links to price indices pre- 
dominate. The more old-age pensions, in particular, are related to 
earned income, the more important it becomes to guarantee 
stability of standard. Accordingly earnings indices are gaining 
ground as revaluation factors. 

At the present time we find index-related systems in Belgium 
(since 1955—price indices), Chile (1952—earnings index), Finland 
(1956—price index), France (1948—earnings index), the Federal 
Republic of Germany (1957—earnings index), and the Netherlands 
(1956—a price and income index). Proposals along similar lines are 
under consideration in Sweden (earnings index) and Great Britain 
(earnings and price indices).” 

In spite of the large number of index-linkings that have been 
put into effect, there is little experience to report on. There are 
various explanations for this, the main reasons being that index- 
related schemes are—as already stated—seldom introduced alone. 
They have always been accompanied by other complementary 
improvements, notably increases in pension rates. Even after the 
introduction of index-based adjustments other improvements 
(in particular, special pension increases) have continually been 
introduced. 

The observer frequently has the impression that the large 
number of variants is evidence, in part at least, of a perfectionism 
that frequently serves only to make up for a dearth of new ideas. 

Predominant among price indices is the cost-of-living index, 
though recourse is sometimes had to retail price indices. In some 
cases special cost-of-living indices for the recipients of benefits are 
developed. The example of Sweden shows that in the course of 
time even the indices themselves may be changed. 


1 Code de la Sécurité sociale, 1948. 

* For a comprehensive account of existing index-related social benefits, 
see A, ZELENKA: “ Ajustements des prestations de la Sécurité sociale aux vari- 
ations du coft de la vie et du niveau général de vie”, in Droit social (Paris), 
21st year, No. 3, 1957, pp. 170 ff. Cf. also I.L.O.: Objectives and Minimum 
Standards of Social Security, Report IV (1), International Labour Conference, 
34th Session, Geneva 1951 (Geneva, 1950). 
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The only conclusion to be drawn from the large number of 
variant schemes is that no means has yet been found of using 
indices to safeguard stability of value or standard to the desired 
extent. This is also, it would seem, the experience in Denmark, 
the country that pioneered in the introduction of index-related 
benefits. 

Mention will be made of three important lessons that will serve 
as a warning against overestimating the efficacy of index-linkings, 
though this refers only to price indices." 

One of the lessons learned in connection with price indices is 
that index-modulation either only partially secures the real value 
of social security payments or else results in over-compensation. 
The latter, for example, was the case in Denmark. Rent is a 
relatively more important item for old-age pensioners than for the 
“index family ”, but rents do not rise to a corresponding extent, 
and therefore persons in receipt of old-age pensions gain on the 
adjustment. Other preferential treatment may result from the 
choice of the index. If prices rise faster than wages, a scheme related 
to price indices may likewise favour the recipients of benefits vis- 
a-vis wage earners.” 

The second lesson has to do with the conflicts of interests that 
may occur. It will be appreciated that the prescribed magnitude 
of variation of the index and the intervals at which adjustment is 
made both affect the degree of security provided. In other words, 
it is in the interests of the recipients of benefits to have frequent 
adjustments for relatively small variations. The interests of the 
Exchequer are quite the opposite ; it is generally at pains to keep 
public expenditure down and hence to prevent government grants 
from rising. In so doing, its interests may, and often will, be identical 
with those of the working population, in so far as the latter favour 
present consumption rather than future consumption. This conflict 
of interest between social security and fiscal policy comes to the 
fore when the adjustment dates are fixed and the indices cal- 
culated. French trade unionists speak of a battle being fought out 
every year between the Ministry of Labour and the Ministry of 
Finance. 


1 Little can be said about experience with indices of earnings, since the 
French system, as stated above, is a hybrid one. Equally little experience 
is available on methods of achieving stability of standard. 

2See “ Socialpolitikken in Danmark siden Socialreformen”, Arbejds- 
og Socialministeriets @konomisk-statistiske Undersogelser, Nr. 18, offprint 
of Socialt Tidsskrift (1954), pp. 92-93; and “ Socialpolitikken i Danmark 
1939-45”, Arbejds- og Socialministeriets @konomisk-statistiske Under- 
sogelser, Nr. 11, offprint of Socialt Tidsskrift (1947), p. 265. 

3 See “La sécurité sociale a dix ans”, special number of Force ouvriére, 
Informations (Paris, C.G.T.-F.O., July 1955), p. 72. 
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The third lesson concerns the effect on administration. The 
somewhat scanty experience that has been gained in the Federal 
Republic of Germany since the introduction of index-based adjust- 
ment machinery to safeguard stability of standard indicates that 
administration becomes appreciably more complicated. In particular 
a certain degree of office mechanisation is necessary to enable all 
the calculations to be made without undue delay. Insured persons 
have as little opportunity as ever of ascertaining in advance with 
any accuracy the actual amount of the social benefits they can 
expect to receive. 

What is perhaps the most important and most interesting 
question—that of the influence of index-related social security 
benefits on the trend of prices and earnings—is one that cannot be 
answered on the basis of experience. There are likewise no studies 
available on the interaction of a number of index-linkings for social 
benefits (such as exist in Luxembourg), nor are there any special 
surveys on the reciprocal effects of index-modulation for social 
benefits and index-modulation in other fields, e.g. in the money 
market (in France and Finland). 


SIGNIFICANCE AND CONSEQUENCES FOR TEE ECONOMY AS A WHOLE 


Index-linked social security benefits serve as instruments to 
influence the distribution of income. Their effect is (a) to impede 
a redistribution of income caused by currency variations, and (b) 
to protect a specific social group. The following questions at once 
arise. 

What consequences do index-linked schemes entail for persons 
in receipt of incomes other than social benefits ? What are the 
repercussions of blocking a redistribution of income (i.e. real 
income) provoked primarily by monetary fluctuations ? What 
are the effects on the course of the economy as a whole and hence 
in certain circumstances also for the recipients of benefits ? 

In general terms the essential aim of linking benefits to an index 
is to interfere with the effects of the monetary, economic and wage 
policies on a specific debtor-creditor relationship. The creditors 
in this case are the recipients of benefits, who, on the strength of 
their contributions or the taxes they have paid, have acquired 
rights towards specific debtor institutions (e.g. the social security 
scheme or the Exchequer). How will measures in favour of a 
specific social group affect the symptoms (i.e. variations in prices 
and earnings) which rendered those measures necessary ? Will they 
aggravate or alleviate the ills giving rise to them ? 
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The above questions are new only in the context of social 
security policy. As stated above, they are not only general ques- 
tions, they are also old and familiar ones. 

The effects of a depreciating currency (and attempts to obviate 
these effects) were discussed as long ago as the last century. Pro- 
minent economists at that time drew attention to the redistributive 
phenomena produced by depreciation in currency values. In 1887, 
for example, Alfred Marshall, in an essay entitled “ Remedies for 
Fluctuations of General Prices ” ! referred to the effects of fluctua- 
tions in the real value of wages—to the consequences of a process 
which is somewhat similar to that encountered in the case of social 
security benefits. Falling real values for one section of earnings 
(or costs, as the case may be) may bring about uneven and un- 
favourable economic developments. 

Marshall wrote at the time— 


... For the very reason that their nominal or money value is fixed, their 
real value varies, and varies in the wrong direction. It falls when prices are 
rising and the purchasing power of money is falling, so that the employer 
pays smaller real salaries and wages than usual at the very time when pro- 
fits are largest in other ways, and is thus prompted to overestimate his 
strength and engage in ventures which he will not be able to pull through 
after the tide begins to turn.... The fluctuations in the value of what we 
use as our standard are ever either flurrying up business activity into un- 
wholesome fever, or else closing factories and workshops. 


Similar considerations hold good for social security benefits. 

The demand for parity of income is a fairly recent one. It is the 
result of the sort of structural modifications that accompany the 
development of an industrialised economy and illustrates the 
fundamental transformation in the objectives of social security 
policy already referred to. Parity for social security benefits means, 
however, that fluctuations in incomes in the non-protected sectors 
will inevitably be intensified. 

In the inquiry which is the object of the present section, we 
must attempt to find answers to the following questions : 


(1) What are the results (a) of a fall in the real value of benefits ; 
(b) of a decrease in the ratio of benefits to national product ? 


(2) What are the consequences of an attempt (a) to maintain 
the real value of social security benefits with the aid of index-based 
adjustments ; (b) to ensure that benefits represent a given portion 
of the national product, to preserve a given relationship with other 
forms of income and thereby to guarantee a given income structure ? 


1 Memorials of Alfred Marshall, edited by A. C. Picou (London, 1925), 
p. 
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These two questions will be examined under the following three 
headings: (1) the effects on income distribution and price structure ; 
(2) the effects on savings ; and (3) the consequences for economic 
policy. 

We must accept at the outset that any economic and social 
security policy in favour of a specific distribution of income is in 
fact a decision to maintain a specific income pattern and (indirectly) 
a specific price pattern. In the following discussion an “ inflationary 
price movement ” or “ inflation ” should be taken to mean a rise 
in a comprehensive price index which reflects movements of con- 
sumer goods prices. 


The Effects on Income Distribution and Price Structure 


In investigating the effects on income distribution and price 
structure it is taken for granted that the national product is shared 
out not only in the form of earned income, income from self- 
employment and the profits of entrepreneurs, but also of social 
security benefits. 

We shall first compare the situation produced when inflationary 
price movements are in progress with that which obtains when 
monetary values are stable. 

The share of social security benefits in the national product 
will fall in the short run. The demand for consumer goods on the 
part of social security beneficiaries will recede, and hence consumer 
goods prices will rise less than other prices. There will be more 
latitude for an increase in other incomes. Since as a rule the propor- 
tion represented by interest and rents in an inflationary price move- 
ment also declines, the earnings of employed and self-employed 
workers and profits will be liable to show a corresponding increase. 
However, those who receive the last-mentioned type of income will 
in all probability only partially be able to take advantage of this 
increased latitude. Through progressive taxation coupled with 
percentage deductions from gross income (i.e. contributions) the 
Exchequer will receive an increasing proportion of income in 
the form of higher receipts, unless social contributions and taxa- 
tion are reduced. Much will therefore depend on the manner 
in which the Exchequer (or the public institutions concerned, as 
the case may be) uses the greater resources thus accruing to it. 
These resources may, for instance, be used to offset deficits in the 
social security budget, to extend social security benefits, or for 
social investments. 

On the whole there would appear to be three possible conse- 
quences of an inflation-induced change in income distribution at 
the expense of recipients of social security benefits : 
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(a) employed persons may draw higher earnings; they can 
consume more and possibly (though this will happen less frequently) 
save more ; 


(b) the income of self-employed persons and corporate profits 
may increase ; there may, and frequently will, be more investment ; 


(c) the Exchequer may have more revenue at its disposal ; it 
may therefore be in a position to supplement the original distribu- 
tion of income by means of redistribution within existing social 
security benefits or possibly through an extension of social services, 
i.e. may either upgrade the reduced real value of social security 
benefits or introduce new ones. 


Now, what changes will there be in the distribution of the 
national product if index-linked benefits are introduced, the term 
“index-linked ” being understood to cover linkings to both price 
and earnings indices ? 

In order to answer this question we shall compare an inflationary 
movement when the real value of benefits remains the same or when 
the share of benefits in the national product remains the same, with 
the situation in which the nominal value of benefits remains the same.* 

Where social security benefits are adjusted to indices the relative 
demand on the part of recipients of benefits will on the whole 
remain the same. The chances that other income recipients or the 
public authorities will gradually have more income at their disposal 
as the result of price increases will be lessened. This is the same as 
saying that maintenance of the real value of social security benefits 
will make itself felt in more marked fluctuations in other incomes. 

If efforts are made to raise other incomes the danger of further 
price increases becomes greater. Public revenues will rise with 
increases in earned income and profits, but at least part of this 
additional revenue, namely the social insurance contributions and 
the resources required to finance the index-related social security 
benefits, is earmarked in advance. 

The difference between this and a situation where the nominal 
value of social benefits remains the same will thus largely be 
determined by the nature of political reactions in favour of other 
incomes, particularly wages, and the manner in which the sup- 
plementary requirements for social benefits are financed. The 
essential point is whether the propensity to consume will rise or 


1In so doing we shall disregard the fact that what might be called an 
“introductory effect ” will occur when index-related social security benefits 
are introduced. We shall also assume that index-based adjustments are an 
effective means of achieving the aim of stability of value or stability of 
standard, ignoring the fact that index-linkings may not, in fact, suffice to 
attain these ends. 
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remain stationary under a redistribution favouring social security 
benefits. The more the employed population is required to con- 
tribute to this financing and the less they previously saved, the less 
will the redistribution affect the level of consumer goods prices. 

As a rule, however, what is involved is not a change in the 
propensity to consume of private households alone. It would be 
better to compare the utilisation of public funds where nominal 
or money values for social security benefits remain stationary with 
their utilisation where benefits are related to indices. If the addi- 
tional revenue accruing to the Exchequer in the first case was 
applied to reserves or investments, the introduction of index- 
based adjustments might result in increased demand for consumer 
goods. This example would tend to indicate that index-related 
social benefits might boost inflationary tendencies, resulting in 
an inflationary curve predicated first on cost and then on demand. 
If the adjustment procedure were to give rise to higher taxation or 
higher contributions, higher prices and hence additional wage 
demands, this might set off a wage and price spiral. 

In discussions on index-based adjustments for benefits oppon- 
ents of the system are prone to point to possible consequences of 
this sort. But the danger would seem considerably more remote if we 
bear in mind that the additional revenues accruing to the Ex- 
chequer under schemes of stationary nominal benefits are not 
primarily used to lower taxation or contributions nor applied to 
investment or hoarding. On the other hand, the danger is frequently 
intensified by the fact that index-linkings are often accompanied 
by other increases in benefits. 

As we have seen, the choice of the index may operate in various 
different ways. On the whole the chances are that an earnings 
index will give rise to fewer immediate repercussions, and it has 
even been argued that tying benefits to such an index might be 
tantamount to a call for moderation in wages policy. This means 
that, whatever the index chosen, price policy evolves under special 
conditions, since special significance is attached to certain prices— 
be they the prices of the goods that determine the cost of living or 
the prices of work and services, i.e. earnings. This being so, such 
prices no longer reflect merely the state of the market (i.e. a spe- 
cific situation in supply and demand) at a given moment : they are 
regarded as an indicator of the economic position as a whole. Hence 
it can be stated that index-linkings distort the workings of the price 
system in a special and lop-sided way. 

The effects of index-based adjustment of social security benefits 
also depend on whether there are other index-related systems in 
the economy in question and on the direction in which the indices 
operate. If debts are related to indices, this may tend to hold 
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inflation in check, once the debtor can no longer count on any 
decrease in his real indebtedness. Such index-linkings might thus 
counteract the effect of those tending to stimulate consumption. 
However, one should be cautious about applying this generalisa- 
tion to the Exchequer as debtor, as we shall see later. 

In addition, a large number of index-linking arrangements 
may so impair the effective possibilities of adaptation of the econ- 
omy that adjustments can only result in changes in the level of 
employment. The tying of social benefits to indices may be a link 
in the chain of such effects. But, assuming that workers and em- 
ployers behave in character and assuming other things to be equal, 
it may also have a restraining effect on a cost-induced inflation. 

All these considerations apply (though with some modifications) 
both to efforts to ensure stability of value and efforts to ensure 
stability of standard. The less index-modulation reduces the 
possibilities of variation, particularly in the field of wages, i.e. 
real wages (as, for instance, with a straightforward revaluation of 
earnings for the calculation of social security benefits) the less 
danger there will be that changes in the evolution of the economy 
can take the form only of fluctuations in the level of employment. 


The Effects on Savings 


There are two main reasons for inquiring into the effects of 
index-modulation on savings. 

First social security benefits may be regarded—as has been 
mentioned—as debts, and wage earners (i.e. the future recipients 
of benefits) can be described as the creditors. In this case the social 
security institutions or the Exchequer, as the case may be, must 
be regarded as the debtor. 

Secondly the right to social security benefits is equivalent to a 
right to security, which may also be achieved by private arrange- 
ments such as saving and the accumulation of wealth. This may 
not be true at all times or for all persons, but it is nevertheless a 
fact that social security does compete to some extent with the 
savings of private households. 

In the following paragraphs we shall again compare the position 
when the nominal values of benefits remain stationary with the 
position when benefits are tied to indices. 

Let us first examine the behaviour of the debtor, in this case the 
public institutions or the State, as the case may be. It must be 
stressed that, in the case of an inflationary movement of prices, 
the progressive reduction of the debtor’s liabilities encourages an 
exaggerated view of the prosperity of the economy. If the advan- 
tage to the debtor is lessened, thus reducing the inducement to 
borrow, this may have a levelling influence on business generally. 
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The question is therefore whether this argument also applies to 
the debtor with which we are concerned, namely the Exchequer. 
In an inflationary movement of prices (and wages), revenue from 
contributions or taxation will tend to rise, an effect which is 
produced more or less automatically. The only exception is when 
contributions or taxation are deliberately reduced, but this occurs 
very rarely. Accordingly in the present context there is no choice 
between becoming more or becoming less indebted. The indebted- 
ness of the Exchequer may be said to increase without any particu- 
lar action on its part. If the nominal value of benefits remains 
unchanged and the State does nothing to reduce its revenue it will 
only have itself to blame if it encourages overconfidence in the 
economy. The effect of the resulting increase of public funds will 
differ depending on whether they are used for investment purposes, 
hoarded or utilised for further transfers. 

Under these circumstances the financing of social benefits 
under a system of “ nominal-value ” benefits may contribute to 
increased public savings. Under various plans for the financing 
of index-related benefits, e.g. in Great Britain and Sweden, the 
intention is that the public authorities should likewise be induced 
to save more by adopting the capitalisation procedure. Doubts 
have been expressed about both plans. Critics have queried 
whether it is justifiable to take advantage of a reorganisation of 
the social security scheme to intensify government influence on 
savings and investment. However, the trend towards expanding 
government activity and hence growing government influence on 
the state of the economy will be present whichever scheme is 
chosen. This expansion of government activity will be prompted 
not only by the index-modulation of social benefits but by their 
amount and hence by deductions from earnings and possibly the 
size of the capital stock. 

The question here is how the gearing of benefits to an index 
influences government activity. The adoption of index-modulation 
will not be conducive to the choice of a capitalisation scheme— 
quite the contrary, for index-based adjustments for social security 
benefits make it more difficult to apply this technique. It is for 
this reason that the special call on public funds will frequently 
be financed out of taxation. Accordingly it cannot be said that 
index-linking tends to limit public indebtedness. Such an influence 
is more likely to occur under an accumulation system if provision 
is made, for example, for investments in index-linked securities. 

Let us now examine the behaviour of the creditors, i.e. the 
recipients of earnings and social security benefits. What influence 
will the existence of index-related benefits have on the way they 
employ their incomes ? 


— 
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If one conceives of contributions or taxes, as the case may be, 
as being a form of government-imposed saving, index-linking for 
social benefits may be regarded as a rise in interest rates designed 
to prevent a loss in real value. If they are regarded in this way, we 
then have to consider the discriminatory treatment meted out to 
the different types of creditor-debtor relationships. The point 
here is that the various forms of savings will be competing on 
different terms. Admittedly the creditors (or savers) have no 
choice between different types of savings (i.e. between savings with 
or without an index-linking) within the framework of the social 
security scheme, inasmuch as the level of contributions or taxation 
is fixed. There remains, however, the question of complementary 
savings. We must therefore begin by asking : will an index-related 
scheme lessen the incentive to additional voluntary savings ? 
Since the real value of social security benefits, or their share in the 
national product, is more or less secured, it might be expected that 
there will be less tendency to save. The heavier burden of financing, 
with the increased contributions and higher taxation that this 
implies, may have an effect in the same direction. In all probability, 
however, these influences will be much less important than the 
influence of movements in earnings and prices. 

If the propensity to save changes as is the case in an expanding 
economy even as regards the use of earnings, competition from 
index-related social benefits to other types of savings may possibly 
lead to changes in the forms of savings. If anything there will be a 
trend to introduce index-linkings for voluntary types of savings 
(e.g. voluntary “ fill-in” insurance, and also securities and the 
like). However, a trend of this nature will probably be observed 
only when there is a sharp fall in the value of the currency. This 
means that ultimately the decisive factor is not the index-linking 
of social benefits but rather the consequences of monetary, economic 
and wage policies. 

On the whole it can be said that such possibilities of equalisation 
as may be provided by index-linkings in ordinary borrowing (e.g. 
loans and securities) will be ineffectual in the context of the social 
security debtor-creditor relationship. The ability of the public 
authorities to save will be lessened. There is hardly any question 
of index-related social benefits exercising a direct influence on the 
propensity to save in individual households. This applies to all 
types of index-linkings for social benefits. 


The Consequences for Economic Policy 


Let it be said at once that social security benefits should not 
be used as a tool of economic policy or control. On the other hand, 
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it should be borne in mind that social security measures have their 
repercussions on economic policy, and it is these repercussions which 
will claim our attention in the following paragraphs. 

If economic policy manages to keep consumer goods prices 
(and hence the value of the currency) stable, the automatic adjust- 
ment machinery will have no effect. We are therefore concerned 
solely with the situation that arises when currency values are 
falling, and we shall compare these repercussions under a scheme 
of social security benefits expressed in nominal values with those 
under a scheme of benefits linked to economic indices. 

From the outset, those responsible for economic, monetary and 
wage policies will have to envisage two entirely different premises, 
namely— 


(1) that the government allows prices to adjust themselves 
to the current situation and thus goes along with the inflationary 
price movement ; 


(2) that the government attempts to combat inflation. 


Our interest in the first case is whether the automatic adjust- 
ment of social security benefits increases inflationary pressures. 
This case has been dealt with in the previous sections. We are 
therefore left to consider only the second case, i.e. the question 
whether the potential effectiveness of a counter-inflationary policy 
is increased or diminished by the existence of a scheme of index- 
linked benefits. 

It must be assumed that the linking of social security benefits 
to indices makes for a stationary level of real consumption on the 
part of one social group. Such a guaranteed level of consumption 
may augment the propensity to consume. 

Given a low level of employment, such a guaranteed level of 
consumption—if the index adjustment is operative only in the 
event of rising prices—might have a favourable influence. The 
effect is altogether different at times when high employment levels 
prevail, for in this case the automatic adjustment, by maintaining 
the purchasing power of recipients of social benefits, restricts the 
possibility of expanding consumption on the part of other income 
earners, for as we have seen index-adjustments for social benefits 
make for less latitude in income for other social groups. There is 
thus a greater danger that wage policy will constitute the main 
obstacle to anti-inflationary measures. On the other hand, it is 
conceivable that in the event of adjustment to a wages index 
employers may have a tendency to exercise restraint in their wage 
offers. There will probably be less advantage to the entrepreneur 
in an inflationary price movement on account of the greater 
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rigidity of the income structure, and business will rather be inclined 
to support the policy of combating inflation. 

Index adjustments for social security benefits are conducive 
to hard-and-fast income relationships, and a given basic structure 
of income distribution can be laid down. In this respect social 
security policy is increasingly complementary to agrarian policy. 
These policies are designed to enable two social groups, the farmers 
and the social pensioners, to receive either a constant share of 
national product or to enjoy the same real purchasing power, 
irrespective of the economic situation. Those incomes that are still 
liable to variation will accordingly be less able to benefit from 
changes in the national product or will be adversely affected to an 
increasing extent. Economic policy will therefore depend more 
and more on the readiness of these social groups to support an 
anti-inflationary policy. 

The choice of the index may likewise affect the efficacy of economic 
policy. If a cost-of-living index is used and if indirect taxation is 
reflected in the index, the chances of being able to curb inflation 
by increasing taxation are lessened. In other words alignment on 
an index reduces the possibility of enlisting fiscal policy in the 
service of economic policy. In the social field there is less opportun- 
ity, should such action be desirable, of varying or extending social 
security measures in the future. 


CONCLUSION 


One unequivocal conclusion stands out from the inquiry we 
have undertaken. It can be said that an anti-inflationary policy 
is not made any less urgent by the introduction of index-adjust- 
ments for social security benefits. The more successful such a 
policy is, the easier it is to apply index-adjustments for benefits 
and the less their economic significance will be. 

When index adjustments make themselves felt, their effect 
on the economy as a whole will largely depend on reactions in the 
field of wages and prices and that of fiscal policy. Index-related 
social benefits represent a new factor in these areas of policy. They 
may possibly encourage the adoption of a policy that favours the 
smooth functioning of the economic process. Employers and 
workers, in particular, may be more ready to reach agreement on 
the potentialities of the economy as a whole. On the other hand, 
index-adjustment may render such a policy more difficult. In any 
event, index-related benefits involve greater sacrifices by the work- 
ing population in favour of the non-working population. The 
chances that fiscal policy will operate as a balancing or even a 
restraining influence are more limited. 
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If we confine our attention solely to index-adjustments for social 
benefits, social security policy more and more resembles agrarian 
policy. The recipients of benefits cannot, however, be compared 
in this context with farmers, for it is they who suffer under a policy 
(the cheap money policy) designed, among other things, to benefit 
farmers, a policy intended specifically to promote an even distribu- 
tion of income. 

In the final chapter of his General Theory of Employment, 
Interest and Money, J. M. (later Lord) Keynes indicated what was 
at stake in this policy of income distribution. He considered that 
the task was to alleviate in the future “one of the outstanding 
faults of the economic society in which we live”, namely the 
“ inequitable distribution of wealth and incomes ”. To this end he 
advocated the cheap money policy, a policy of reducing the scarcity 
value of capital, as he put it, and he added— 


Now, this state of affairs would be quite compatible with some measure 
of individualism, yet it would mean the euthanasia of the rentier and, con- 
sequently, the euthanasia of the cumulative oppressive power of the capital- 
ist to exploit the scarcity value of capital. 


This euthanasia of the rentier became a reality. The painless 
demise of the “ man of independent means ”, which Keynes had 
advocated, came to pass, but the much desired and sought-after 
equality in over-all income distribution was not attained. Instead 
another problem of unequal income distribution was made more 
acute and more insistent, that of the “ rentiers ” on social security 
pensions. Euthanasia for rentiers might be countenanced because 
the rentiers would not be dependent on the interest from capital 
alone. One could contemplate the passing of the rentier, i.e. the 
gradual extinction of this group, without undue misgivings. But 
such treatment was and is inconceivable for the recipients of social 
security benefits and is, indeed, irreconcilable with the aims of 
social security policy. Index-adjustments for benefits constitute 
an attempt to accept euthanasia for one variety of rentier without 
allowing it to spell the end for another. This attempt has now 
been in progress for a quarter of a century. But although these 
25 years have brought to fruition a wealth of additional schemes 
and experiments, index-adjustments for social security benefits 
nevertheless remain a makeshift solution. 


1J.M. Keynes: The General Theory of Employment, Interest and Money 
(London, 1936), pp. 375-376. 


The Ahmedabad Experiment in 
Labour-Management Relations : II’ 


TOWARDS CO-OPERATION AND BETTER HUMAN RELATIONS 
IN THE UNDERTAKING 


The discussions in the preceding three sections have been 
confined to developments from the point of view of the settle- 
ment of disputes. The parties, however, have moved beyond 
the mere resolution of conflict and gone forward towards a more 
constructive type of relationship. In more recent years, significant 
developments have taken place in the promotion of better human 
relations at the level of the undertaking. This process of growth 
was favoured by two influences : that of Mahatma Gandhi himself 
and that of the Ahmedabad Textile Industry’s Research Association. 


The Influence of Mahatma Gandhi 


As a man of broad interests and high moral principles who 
became intimately involved with life in the industry, Gandhi had 
a decisive influence in helping the parties to achieve a large degree 
of industrial peace in two roles: as a guiding spirit and long-time 
adviser of the T.L.A. and as an arbitrator. But he also exerted 
influence in another role—as a friend whom the parties jointly 
approached for advice when he could not serve as arbitrator and 
whose views on their mutual relationship were respected by both. 
In all these roles he was guided by his principles of truth and non- 
violence. 

“ But, for me,” he said “ truth is the sovereign principle. This 
truth is not only truthfulness in word, but truthfulness in thought 
also, and not only the relative truth of our conception, but the 
Absolute Truth, the Eternal Principle, that is God.”? As the 
title of his autobiography indicates, he was primarily concerned 
with the search for truth and he conceived his life as a series of 


1 The first part of this article appeared in Vol. LX XIX, No. 4, Apr. 1959, 
pp. 343-379. 

2 An Autobiography, or the Story of My Experiments with Truth, op. cit., 
p. xiii. 
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experiments with truth. Among these experiments was his inter- 
vention in the development of labour-management relations in the 
Ahmedabad textile industry. He regarded the T.L.A. as his 
laboratory in the field of labour. 

Like his conception of truth, his principle of non-violence had 
a religious connotation. It is the ahimsa of Hindu religion and philo- 
sophy, the principle that forbids injury to any form of life, combined 
with the distilled essence of the Sermon on the Mount. Notwith- 
standing the negative form of the term, Fe meant it as a positive 
rule of conduct ; for him it was not the mere avoidance of injury 
to others in thought, word or deed, but all-embracing love, active 
goodwill and compassion for all humanity. It was also, as he 
conceived it, an active principle for resisting injustice. 

He regarded truth and non-violence as good for the T.L.A., 
as just principles for resolving and reconciling conflicting interests, 
as constructive principles for any form or setting of social relation- 
ship, as valid principles even in one’s dealings with a declared 
enemy or opponent, and as guiding principles which were specially 
needed to place the relationship between employers and employees 
on a higher moral basis and to give it the character of real, human 
fellowship. 

Man is an engine whose motive power is the soul. The largest quantity 
of work will not be done by this curious engine for pay or under pressure. 
It will be done when the motive force, that is to say, the will or spirit of the 
creature, is brought to its greatest strength by its own proper fuel, namely 
by the affections.... Assuming any given quantity of energy and sense in 


master and servant, the greatest material result obtainable by them will not 
be through antagonism to each other, but through affection for each other.! 


He regarded the lack of fellow-feeling between employers and 
workers as one of the most tragic aspects of industrial life brought 
to India from the West. 


Let us not be obsessed with catchwords and seductive slogans imported 
from the West. Have we not our distinct Eastern tradition ? Are we not 
capable of finding our own solution to the question of capital and labour ? All 
that comes from the West on this subject is tarred with the brush of violence. 
I object to it because I have seen the wreckage that lies at the end of this 
road. The more thinking set even in the West today stand aghast at the 
abyss for which their system is heading. I have been a sympathetic student 
of the Western social order and I have discovered that underlying the fever 
that fills the soul of the West there is a restless search for truth. I value 
that spirit. Let us study our Eastern institutions in that spirit of scientific 
inquiry.” 


He believed that employers and workers “ could work wonders 
in co-operation ”. But that could happen only when labour was 


1 Sarvodaya, op. cit., p. 28. 
2 Ibid., p. 91. 
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“intelligent enough to co-operate with itself and then offer co- 
operation with capital on terms of honourable equality ”.! 

While he held to high ideals, he was a patient, hard-headed 
realist, tolerant and understanding of others.2 His concern with 
truth showed in his passion for study and investigation—to get 
all the facts of a problem—though it might delay action. He was 
prepared to get results slowly, to work for step-by-step progress, 
each time as far as the limiting conditions of the moment would 
permit. His first objective was to obtain a change of heart in the 
persons he sought to influence, to appeal to their latent goodwill 
and to break down prejudices.* This dominated his approach to 
the problems of the Ahmedabad textile industry. 


The Ahmedabad Textile Industry’s Research Association 


Founded in 1947, the Ahmedabad Textile Industry’s Research 
Association (A.T.I.R.A.) is a co-operative research institution 
supported by the millowners and the Central Government of 
India. The founding members included all the members of the 
M.O.A., as well as non-member mills, who made an initial contribu- 
tion of 5 million rupees. The Government contributed 1.9 million 
rupees and also assumed the obligation of paying one-half of the 
administrative expenses for five years. 

The A.T.I.R.A. operates as an independent research institution. 
The Council of Administration is composed of 15 members, seven 
of whom are elected by member mills. Three are nominees of the 
Government, three others are co-opted members selected for their 
technical qualifications, while the Director and Secretary, also 
technical men, are members ex-officio. It has also a research 
advisory committee some of the members of which are independent 
professional people. 

One of the original departments of the A.T.I.R.A. was the 
Psychology Department renamed Human Relations Depart- 


1 Sarvodaya, op. cit., p. 92. 

2“ The golden rule of conduct, therefore, is mutual tolerance, seeing 
that we will never all think alike and we shall see Truth in fragment and 
from different angles of vision.” While conscience “is a good guide for 
individual conduct, the imposition of that conduct upon all will be an 
insufferable interference with anybody’s freedom of conscience”. Young 
India, 23 Aug. 1926. Edited by M. K. GANDHI. 

3“ Tf I would recognise the fundamental equality, as I must, of the 
capitalist and the labourer, I must not aim at his destruction. I must strive 
for his conversion. My non-co-operation with him will open his eyes to the 
wrong he may be doing. As no human being is so bad as to be beyond 
redemption, no human being is so perfect as to warrant his destroying him 
whom he wrongly considers to be wholly evil.” Ibid., 26 Mar. 1931. 
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ment in 1957.1 Like the other departments, its regular research 
programme is based on problems referred to it by the industry or 
on ideas originating from the research staff. The research work may 
be broadly classified as (1) operational, aimed at a standardisation 
and rationalisation of existing work methods ; (2) applied, designed 
to introduce scientific developments of practical use to industry 
and adapted to local conditions ; and (3) fundamental, for basic 
understanding of men, materials and processes in the industry. 

Apart from making studies for the benefit of the industry, the 
Department has a Training Section which conducts training 
programmes for management, supervisors and operatives. It has 
on several occasions been asked to provide technical assistance to 
joint bodies set up by the Government to conduct inquiries or fact- 
finding surveys. It has also undertaken research projects in 
Ahmedabad in collaboration with international organisations and 
foreign research institutions. 

The A.T.I.R.A. was associated in two major projects of technical 
assistance carried out by the I.L.O. in India, which extended to 
Ahmedabad. The first was a project involving experimental studies 
on productivity in two Ahmedabad mills, carried out as part of the 
work of the I.L.O. Productivity Mission in India in 1952. The second 
was a large-scale project on Training Within Industry (T.W.I.) for 
Supervisors in 1953; with the assistance of an I.L.O. expert the 
Association sponsored two pilot projects covering 23 units in the 
Ahmedabad area. 


Labour-Management Co-operation 


During the life of the Arbitration Board, i.e. from 1920 to 1937, 
the parties’ main concern centred on the settlement of disputes, 
on the work of the Board and ways to improve it. To a certain 
extent they engaged in informal consultations within the frame- 
work of the arbitration machinery, particularly with regard to 
questions incidental to issues in dispute. Also as an incident of 
arbitration work, the millowners began sharing with the Union 
information on the economic and financial position of the mills 
and the industry. 

When the parties began to make greater use of the process of 
collective bargaining, they entered upon a new phase of their 
relationship. It then became possible for them to build up their 


1The head of the department and three of the chiefs of sections (for 
experimental studies, time studies, and Training Within Industry) are 
specialists in their respective fields, holding doctorates in social sciences. 
They are assisted by eight investigators, most of whom have also had 
training in social sciences or social welfare work. All are of Indian nationality. 
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relationship on a more constructive basis. This development may 
best be understood in the light of the parties’ changed attitudes. 


The Parties’ Attitudes. 


Neither the M.O.A. nor the millowners individually showed 
active opposition to the T.L.A. when it was being formed and 
they immediately recognised if after it was organised. Undoubt- 
edly Gandhi played a large part in bringing this about, but it 
would appear that his influence does not provide the whole ex- 
planation. To find this it would be necessary to go back to the 
labour struggle in connection with the 1918 wage dispute. 

There was no question in that dispute of the millowners’ 
opposing the unionisation of the workers, as no union was in 
existence ; their objection was rather against third party interven- 
tion in their relations with the workers. At the same time it was 
evident from the leaflets issued in the course of the struggle that 
Mahatma Gandhi and the other advisers were thinking in the 
long term and not only about that dispute. The leaflets indicated 
the lines of a future collective programme of action, provided the 
workers were willing to accept the conditions under which the 
advisers would agree to help them. Thus, even as Gandhi sought 
to bring the dispute to a satisfactory conclusion he was already 
laying down the principles on which the union would be run. 

In some of the leaflets he addressed himself to this objective 
and laid particular emphasis on the attitude of the millowners. 
In this connection, the leaflet issued in the name of Mr. Banker 
was perhaps the most illuminating. The following passage is worth 
repeating : 

Workers can never desire that an industry which gives them their daily 
bread should be destroyed. But, if workers behave without discretion and 
without thinking about justice or injustice, such a result is inevitable. If we 
desire to be saved from it, we should determine to work regularly for the 
millowners in good faith. We should decide not to make unreasonable 
demands, and not to resort to remedies like strikes to secure justice until 
all other avenues are exhausted. But our task is not over with such a deter- 
mination. We have to go to the employers, acquaint them with our decision 
and win their confidence. 


The 1918 dispute came to an end without a single instance of 
violence on the part of the workers. When the Union was organised, 
the principles which Mahatma Gandhi asked them to follow were 
incorporated in its Constitution. Besides acceptance of arbitration 
“so as to avert avoidable stoppage of work”, it was expressly 
made an object of the Union “ to develop in the workers a high 
sense of responsibility in the discharge of their duty to industry ”, 


14 Righteous Struggle, op. cit., pp. 64-65 (italics supplied). 
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and it was provided that the means to be employed in the further- 
ance of the objects of the Union “ shall be always based on truth 
and non-violence ”. 

It would therefore appear that the millowners recognised the 
T.L.A. because their confidence had been won—on the concrete 
basis of the demonstrated conduct of the workers and their leaders 
and of the Union’s clearly defined official policy. Evidently the 
millowners became convinced that they were dealing with a 
responsible organisation under mature and responsible leadership 
and that the Union was not going to be a mere troublemaker. 
Their recognition would also appear to have been a great act of 
faith—faith in Gandhi's sobering influence on the Union. 

This recognition represented only a degree of acceptance of 
the Union by the millowners. They accepted it for the purposes 
of settling disputes, as a party to the arbitration machinery 
—nothing more. For them the Union was, in this year of 1920, 
still very much an unknown quantity ; they had hopes and faith 
but these remained to be fulfilled. The ambiguous attitude of the 
millowners was reflected in union victimisation, harassment and 
obstruction in a number of mills to the point where it became 
necessary for the Board to make an award in 1921 against these 
practices ; and it was not until the early 1930s that they became 
considerably less frequent. 

By 1928 the parties had come tocloser understanding. In Novem- 
ber of that year the Arbitration Board made an award providing 
for check-off in the collection of union dues.’ It was also at about 
this time that a wave of strikes hit the Bombay textile mills, which 
continued rocking this centre for four or five years. It was feared 
that the Bombay situation would have repercussions in Ahmedabad 
and lead to trouble, but the anxieties of the millowners were allayed 
when the Union refused to follow the example of the Bombay trade 
unions and continued to rely on the arbitration machinery. 

Fuller acceptance of the Union by the millowners came with 
further experience. Satisfaction with the way in which the arbitra- 
tion machinery worked and mutual relations developed ; the degree 
of industrial peace which the industry enjoyed and the fruits of 
industrial peace ; the general pattern of the conduct of the workers, 
the Union and its leaders ; the Union’s policy of not making or 
supporting false or exaggerated claims or demands ; the strong 
policy adopted by the Union towards unauthorised strikes ; and 
specific instances of the Union’s co-operative spirit—all these had 
a favourable effect on the millowners’ attitude. 


1 The practice was later discontinued at the instance of the Union, which 
wished to make use of direct collection of union dues as a means of maintain- 
ing contact with members. 
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Between 1930 and 1940 cases of anti-union activity occurred 
at an average of less than 180 in the whole industry, or about two 
or three in each mill, per year ; after 1940 they occurred less fre- 
quently, and since 1950 they have become still rarer. It would also 
appear that in these later years they occurred less as a matter of 
management policy and more often in the form of individual acts 
of supervisors. 

Like the millowners, the T.L.A. started on its joint adventure 
on the basis of hopes and faith alone. In assuming, as one of its 
objects, the development of the workers’ sense of responsibility 
to industry, it probably went further than most unions of the time 
in assuring the employers of its desire to perform a constructive 
role. But it was not until 1934 that it felt able to say that it was 
also prepared to co-operate with the employers for the good of 
the industry ; this it did, in connection with the dispute over the 
millowners’ proposal for a wage reduction, in the following terms : 

The Union wishes to assure the Association of their abiding interest in 
the welfare of the Industry. The Union is not unwilling to consider any 
proposal which may emanate from the Association and which could result 
in the good of Industry being established without harm to the wage earners. 
We would go further and invite the Association to substitute for their 


present demand constructive proposals which would enlist the co-operation 
of labour for the purpose of strengthening the position of the Industry.’ 


Whatever hopes the T.L.A. may have had at the beginning 
were soon rudely shaken by instances of non-compliance with 
awards and of hostility to the Union in a number of mills. The 
T.L.A. took a particularly serious view of anti-union activities, 
regarding them as “too frequently the result of a deliberate 
strangling of the Union ” on the part of the millowners concerned.? 
In spite of its substantial membership the T.L.A. was not in its 
young life a very strong and cohesive organisation ; workers stood 
in distant awe of the employers and their attachment to the Union 
was anything but firm and solid. Whenever a union man was 
victimised, it would cause panic in the hearts of many others, and 
Union membership would go plunging downwards ; for many years 
gains in new members could hardly make up for old members lost. 

The question of hostility to the Union proved to be the most 
critical area in the T.L.A.’s relationships with the millowners. 
There were serious differences over wage issues and other employ- 
ment questions, but these never evoked from the Union the same 
feelings of bitterness as did anti-union activities. The Textile Labour 


1 From a statement submitted by the Union to the Arbitration Board, 
dated 4 August 1934, in History of Wage Adjustment in the Ahmedabad 
Industry, Vol. III, p. 190. 


2 The Textile Labour Unions, Ahmedabad ; Annual Report, 1925, p. 2. 
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Inquiry Committee appointed by the Government of Bombay in 
1937 had occasion to say in its report— 

Our colleague, Mr. Kandubhai Desai [T.L.A. Secretary], said that even 
in Ahmedabad trade unionism had a chequered career during the last two 
decades of its existence and no employer, with the exception of one or two, 
in spite of existing agreements, had allowed a union to be formed without 
resistance, victimisation and strikes.* 


While the above statement was truer of the situation from 1920 
to 1930, it would also appear to reflect more the strong feelings of 
the leaders about the very idea of employer opposition to the 
Union than the exact magnitude of the difficulties it had to undergo 
because of it. At any rate, with a more objective view of past 
experience, the T.L.A. leaders now willingly admit that the mill- 
owners had on the whole been quite fair to the Union. They have 
not hesitated to acknowledge the basic sense of justice and fairness 
on the part of the millowners, even while they disagree with them 
on specific issues. 

Unlike many unions born in almost virgin traditional culture 
—indeed even in more favourable circumstances of social evolu- 
tion—the T.L.A. did not have to fight for the mere right to exist 
and be recognised. On the contrary, when it was still struggling 
to gain strength the millowners had been willing to enter into 
compromises with it, even when they were in a position to impose 
their will by superior power and even to destroy the Union. The 
1923 strike was, from this point of view, a memorable one for the 
Union ; it was disastrous and sapped whatever strength the Union 
then possessed ; the millowners could have stood on their original 
position and allowed the Union to fade away by attrition ; yet they 
entered into negotiations and accepted a compromise settlement 
giving some concession to the Union. 

It can perhaps be said, with regard to the parties’ attitudes, 
that the Ahmedabad textile industry presents at this time an 
exceptional case where the parties have learned to accept each other 
as fully and unreservedly as equal and mutual partners in industry 
as could be justified by experience. They respect each other’s 
integrity and have faith and confidence in each other’s basic aims 
and purposes. Neither has reason to fear that one will seek to do 
away with the other. 


Progress in Co-operation. 


The favourable attitudes engendered in the parties by their 
mutually satisfactory experience provided a condition for the 
development, within the framework of collective bargaining or the 


1 Vol. II, 1940, p. 373. 
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process of direct negotiations and discussions, of a more constructive 
type of relationship between them, characterised by increasing 
degrees of co-operation. It may, however, be noted that the 
experience under the original Arbitration Board had already 
produced the germ or vital element for co-operation—the parties’ 
understanding that their interests were interdependent and were 
bound up in the welfare of the industry as a whole. They could 
not have succeeded in maintaining the degree of industrial peace 
they were able to achieve had not that element been present. 
From there, it was easier for them to develop collective bargaining 
into a process of mutual accommodation and adjustment. 

Within this general pattern, the parties have devised various 
ways of dealing with problems of common interest. The first 
concrete step was the Delhi Agreement of 1935, in which they 
went further than simply resolving the specific wage questions at 
issue. The acceptance in this Agreement of the principle of ration- 
alisation was significant ; this question had hitherto been dealt 
with by the millowners unilaterally, the Union’s principal role 
being to take up the complaints of the workers who were affected. 
The Delhi Agreement laid down certain standards and safeguards 
for the workers in the introduction of rationalisation ; thereby, 
the Union obtained a voice in the application of the standards in 
specific cases and before measures of rationalisation were introduced. 

Another important provision of the Agreement related to 
standardisation of wages. To implement this provision the parties 
agreed in 1938 to set up a joint committee to evolve a scheme of 
standardisation and, when the scheme was finally adopted, they 
appointed another joint committee to supervise its application. 
Similar joint committees had been constituted from time to time 
to deal with specific questions and were resorted to because the 
questions involved were highly technical and required thorough 
study and discussion on a more objective basis than was possible 
through the give-and-take of collective bargaining. 

After the A.T.I.R.A. was established it came to fulfil a unique 
role in the parties’ negotiations relating to these highly technical 
questions. At the joint request of the M.O.A. or individual mill- 
owners and the Union, it has undertaken scientific studies on 
rationalisation, work loads and job evaluation. Its role, generally, 
is limited to that of providing the parties with objective data 
derived from such studies and it does not make recommendations.! 


1 An important agreement on rationalisation concluded in 1951 between 
the M.O.A. and the T.L.A. gave the A.T.I.R.A. a more extended role. The 
agreement also laid down that the mills should provide suitable working 
conditions. For this purpose, it was agreed that the A.T.I.R.A. should be 
appointed to investigate working conditions, and should lay down the 
standards which should be adopted by the mills. 


5 
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Its technical report becomes the basis of discussion between the 
parties, who reserve to themselves the responsibility for ultimate 
decisions. At the same time, in serving the parties in this way it 
has also acted as a kind of catalytic agent in removing miscon- 
ceptions from the minds of the parties and in helping them to a 
common understanding of their problems. 

This practice appears to have become fairly well established in 
the industry. However, in the implementation of some of the 
earlier work-load reports adopted by agreement, considerable 
resistance was noticed on the part of many of the workers concerned, 
owing, in part, to the fact that the concept was not understood 
by the workers and in part to their serious doubts about the good 
faith of the millowners in fulfilling the clauses of the Agreement. 
Because of this experience, the A.T.I.R.A. evolved a procedure 
for making the studies a co-operative effort of the parties concerned ; 
when a joint request is received, a team is formed for the collection 
of data composed of a management representative, a representative 
from the T.L.A. and a representative from the A.T.I.R.A. It has 
been noted that the workers’ reactions to this procedure are more 
satisfactory. 

The co-operation of the Union has also been given in other 
areas. It agreed to the experimental studies of productivity by 
a team of I.L.O. experts in two mills, already mentioned, and four 
of its officials were associated in this work. It also gave its endorse- 
ment to the T.W.I. programme carried out in 1953 and to a smaller 
scale experiment in collective teamwork. In order to be able to 
participate more effectively in the work and discussions relating 
to technical questions the T.L.A. appointed a textile specialist 
on its staff in 1952. 

Apart from the forms of co-operation noted above joint consulta- 
tion is carried on at the industry level. Until the middle of 1957 
this was done informally, the parties meeting together as the 
occasion arose, as the outcome of which either an agreement was 
adopted or the management took direct action in the light of the 
views expressed by the Union. In 1957 the parties agreed to estab- 
lish a temporary joint productivity council for the Ahmedabad 
textile industry, while negotiations were carried on concerning 
the constitution, structure and functions of a permanent body. 

At the mill level arrangements had been made for a programme 
of improving working conditions and welfare facilities through 
inspections by principal officers of the Union. One of these officers 
would, upon prior appointment, make a tour of each mill, accom- 
panied by a management representative and a Union representative 
for the mill. They would discuss on the spot any improvements 
that appeared necessary, whether due to shortcomings of the 
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management or the workers, and attempt to agree on appropriate 
corrective measures. Apart from these arrangements, joint works 
committees and joint production committees have been constituted 
in a number of mills under the provisions of the Indian Industrial 
Disputes Act, 1947, and the Bombay Industrial Relations Act, 1948. 


Relations in the Undertaking 


The original attitude of the millowners towards their workers 
was exemplified in the statement they submitted to the arbitrator 
for the 1918 wage dispute in reply to Mr. Banker’s argument that 
the workers needed higher wages to improve their standard of 
living and his suggestion that the millowners might provide certain 
amenities and assistance to the workers. It may be useful to repeat 
that statement here. 


The points mentioned by Mr. Banker are based on false assumptions. 
He assumed that mills are run out of love for humanity and as a matter 
of philanthropy. In reality, mills are privately owned, and are run with 
no other motive than to make profit. Workers are employed with this 
aim in view, and therefore employment of labour and conditions of employ- 
ment are determined purely on the basis of supply and demand and from the 
point of view of their efficiency .... According to our information nowhere 
is the relation of employers and workers regulated on the basis suggested 
by Mr. Banker in his statement .... Mr. Banker’s approach is impossible, 
unachievable, visionary and utopian. 


In his speech at the annual general meeting of the M.O.A. 
in April 1948, the President of the Association said— 


I think that the employers all over the country must disgorge themselves 
of the old orthodox ideas and pay adequate attention to the human aspects 
of industrial relations. In other words, an orientation of our ideas in eco- 
nomics is necessary to some extent and I am confident that our members 
will realise the importance of this matter. 


Much water had passed under the bridge. 

It is not clear to what extent Mahatma Gandhi's ideas about 
how employers should deal with their workers had influenced the 
change in the millowners’ thinking. As arbitrator and as a friend 
he had always pleaded with them for better treatment of the work- 
ers and on occasions they would invite him to see improvements 
they had made, particularly in regard to welfare facilities. On one 
such occasion, during the opening ceremony of a créche in a mill 
in 1928, he made an appraisal of the situation. This was what 
he said— 

... Though I have a recollection of some bitter experiences I have also a 
number of sweet recollections of my relations with the millowners. I have 


not yet given up hope of Ahmedabad. I still expect great things of it. It 
has much to accomplish yet, and among other things, speaking as a labourer 
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myself, and as one who has tried to enter into the innermost feelings of 
the working class, I say that Ahmedabad has much to do yet towards the 
amelioration of the condition of the labouring class.' 

Before 1948 comparatively little attention was given to working 
conditions, beyond the terms of arbitration awards and collective 
agreements, and still less to the question of improving personal 
relations between management and the workers. It would appear 
that this was due to certain local factors and to the fact, which 
might seem paradoxical, that the situation was, notwithstanding, 
satisfactory. 

Of the local factors the jobber system, already referred to, 
was of first importance. Originally, the jobber was appointed to 
recruit workers and act as interpreter between them and members 
of management who did not know their language. As interpreter, 
he became a vital communications link between the management 
and the workers ; he also accumulated other functions—as super- 
visor, gang leader, and general utility man. The management 
relied on him to ensure smooth and continuous work, he exercised 
all the immediate supervisory functions that appeared necessary 
and was left pretty much alone in the way he dealt with the workers. 
The practice simply grew and for a reason—he recruited workers 
from his own family group, caste or village ; he knew them well 
and maintained close personal relations with them in and out of 
work. 

Perhaps as a result of the jobber system, little importance was 
attached to personnel supervision as a function of management. 
Persons of authority in the industrial hierarchy who would normally 
be classed as middle-management or supervisory personnel in 
other countries were called technicians in Ahmedabad (perhaps 
also in other parts of India). The emphasis was on the technical 
aspects of their work ; they dealt mainly with questions of techno- 
logical organisation, and their personnel functions appeared to be 
confined to the handling of workers’ complaints in the later stages 
of the procedure. 

On the other hand, conditions appeared to be satisfactory, 
compared with other textile centres in India, in so far as production 
was concerned. Studies showed that the efficiency and productivity 
of Ahmedabad workers was higher and that Ahmedabad mills 
suffered less from absenteeism than most centres. The need for a 
full labour complement to keep the mills going was assured by the 
jobbers and the presence of badli (reserve) workers and compara- 
tively regular stable production was assured through satisfactory 


1M. K. Ganpu1: Economic and Industrial Life and Relations, compiled 
and edited by V. B. Kher (Ahmedabad, Navajivan, Publishing House, 1957), 
Vol. III, p. 196. 
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relations with the Union. It seemed that in these circumstances 
Ahmedabad millowners felt they could afford to leave well alone. 

Thus, it would appear that, in most mills, apart from measures 
concerning labour welfare facilities initiated by management, 
relations with the Union would comprise the whole of what might 
be considered the labour and personnel programme of the manage- 
ment. The fact that relations with the Union had been satisfactory 
tended to be reflected in in-plant relations ; the workers appeared 
to be satisfied with what the T.L.A. had got for them in terms of 
higher wage rates and higher amounts of bonus ; and they could 
be happy over the efforts made by the Union to settle their griev- 
ances, with a comparatively large measure of success. 

Just as important, the workers got much satisfaction from. what 
the Union was doing to improve their social and moral well-being 
as members of the community. The T.L.A. had evidently done 
much in helping them to achieve a fuller and more meaningful 
life, to have happier families and homes, to have better health, 
to learn to read and write, etc. Workers who became satisfied in 
this way would be likely to bring their sense of satisfaction with 
them to work, and become thereby better and more efficient 
workers. 

The Ahmedabad Textile Industry’s Research Association has 
been responsible for a great deal of later advances in the improve- 
ment of working conditions, efficiency and productivity, in the 
adoption of more up-to-date methods and concepts of management 
and supervision, in the promotion of better human relations and 
understanding of human problems in the industry. But it should 
also be emphasised that the reins of industry in Ahmedabad have 
largely been taken over by a new generation of managers more 
willing to keep pace with the times. The establishment of the 
A.T.I.R.A. itself and what it has been doing are evidence of this 
attitude. 

The A.T.I.R.A. makes studies on work loads and working 
conditions not only at the joint request of M.O.A. or a millowner 
and the T.L.A., but also on the individual requests of the M.O.A. and 
the millowners. It submitted to the parties concerned 45 reports 
on such studies in 1952, 13 in 1953 and 23 in 1954.! 


1 Among the studies published in the A.T.1.R.A. Research Notes mention 
may be made of the following : 

Kamla CHowpury and D. L. Amin : “ The Effect of Increased Illumina- 
tion and Production on Damages in Loom-Shed ”, Vol. II, No. 2, June 1952 ; 
Kamla CHowpury: “ Comparison of Productivity in the Different Mills 
of the Ahmedabad Textile Industry ”, Vol. II, No. 3, July 1952; Kamla 
Cuownpury and V. R. Trivepr: “ The Group Norm Chart Method as an 
Incentive to Increased Production in the Loom-Shed”, Vol. II, No. 6, 
Nov. 1952; idem : “ Motivation to Work : An Improvement in Motivation 
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To implement the results of these studies, seven mills have 
employed psychologists and investigators. Several other mills 
have requested the A.T.I.R.A. to find suitable persons for appoint- 
ment, but lack of trained personnel has made this impossible. 

The operation of a T.W.I. programme for supervisors initiated 
in 1953 as an I.L.O. technical assistance project has become a 
regular activity of the A.T.I.R.A. ; in connection with that project, 
it appointed a training officer to act as local adviser to member 
mills on supervisory training. Supervisory training programmes 
have been introduced in more than half of the mills. The whole 
industry-wide programme is supplemented by a follow-up scheme. 

As an outgrowth of the I.L.O. technical assistance project the 
A.T.I.R.A. decided to introduce an Operative Training Scheme for 
workers “ who have been working in the industry for a considerable 
length of time and have acquired their skills in a haphazard manner 
from other workers ”, i.e. for workers who have acquired by trial 
and error sufficient skills to carry on their jobs but have also 
learnt a number of wrong methods which it is the purpose of the 
scheme to correct. 

For higher management, the A.T.I.R.A. organises an annual 
conference on management. In 1954 it conducted an Executive 
Development Programme in collaboration with the Indian Centre 
for Advanced Study and Training ; participants in the programme 
included not only management personnel but representatives from 
trade unions and social organisations. 

In carrying on its work in the field of human relations the 
A.T.1.R.A. stresses the importance of giving due regard to local 
factors—of understanding and interpreting problems in the light 
of the distinctive characteristics and peculiarities of the social 
structure and modes of life obtaining in the Ahmedabad textile 
industry. 

In 1952 one of the largest mills began a vast reorganisation 
of the management structure at all levels with a view to establishing 
work relationships from which members of each working group 
can derive greater satisfaction. The programming was carried 
out with the help of a specialist from the Tavistock Institute of 


to Work of Winders and Warpers and Its Effects on Loom-Shed Efficiency”, 
Vol. III, No 4, Aug. 1953 ; Kamla CHowpury : “ An Analysis of the Attitudes 
of Textile Workers and the Effect of These Attitudes on Working Efficiency ”, 
Vol. III, No. 5, Sep. 1953; Kamla CHowpury and V. R. TRIVEDI: “ Job 
Evaluation—An Analysis of the Existing Structure in the Ahmedabad 
Textile Industry ”, Vol. III, No. 6, Oct. 1953 ; D. L. Amin, N. P. V. LUNDGREN 
and M. N. Rao: “A Pilot Study of the Cotton Weavers’ Psychological 
Adaptation to Work, with Reference to the Effects of the Thermal Environ- 
ment during Winter Season ”, Vol. IV, No. 1, May 1954. 
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Human Relations in London ', and is now being implemented by 
another consultant on a two-year contract, with the first specialist 
coming back every year for a two-month visit. 


SUMMARY AND CONCLUSIONS 


The Ahmedabad textile industry has for some time enjoyed a 
considerable degree of industrial peace. This has not been the 
result of one party making use of overwhelming power to impose 
its will on the other. With the workers represented by a relatively 
strong labour organisation the parties have dealt with each other 
as more or less equal partners and the peace that has prevailed is 
the fruit of a mutually satisfactory relationship. 

In these circumstances the industry has grown and prospered. 
In practical terms industrial peace has meant regular and uninter- 
rupted production; and it has provided the basis for the development 
of a relatively stable labour force and for increasing efficiency and 
productivity. Ahmedabad workers have had their share of the 
resulting prosperity ; they are among the highest-paid industrial 
workers in India and, with their fellow workers in the cotton mills 
of Bombay City, they are the highest-paid of the country’s textile 
workers. 

The machinery developed by the parties in the Ahmedabad 
textile industry for the peaceful settlement of disputes has become 
known in India as the “ Ahmedabad experiment ”. In a real sense, 
the word “ experiment ” may be applied to the whole of the parties’ 
experience in the development of mutually satisfactory relation- 
ships. The experiment has been a long one and only its more 
significant highlights may here be noted. 


Sources of the Influence of Mahatma Gandhi 


Because the part played by Mahatma Gandhi was so decisive, 
it becomes important to consider the sources of his strength—why 
his influence was so great and why his views won so much accept- 
ance, even on the part of the millowners themselves. 

In 1918 he was not yet India’s great national leader but was 
already an eminent personality. He had acquired national prestige 
for his leadership of Indian settlers in Africa and for his social 
work on behalf of peasants. He was equally well known for his 
personal qualities—his deep religious sense, his moral integrity, 


1See A. K. Rice: “ Productivity and Social Organisation : I and II”, 
in Human Relations (London, Tavistock Institute of Human Relations), 
Vol. VI, No. 3, 1953, and Vol. VIII, No. 4, 1955; “ The Experimental 
Reorganisation of Non-Automatic Weaving in an Indian Mill”, ibid., 
Vol. VIII, No. 3, 1955; and Productivity and Social Organisation : The 
Ahmedabad Experiment (London, Tavistock Publications, 1957). 
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his disinterestedness, his sense of justice and fairness. Himself a 
Gujarati he was among his people in Ahmedabad ; he became closer 
to them by living and working in their midst ; he was held in 
particularly high regard by the working people. While all these 
factors accounted in a large measure for the influence he exerted 
on Ahmedabad workers and millowners, his influence also gained 
teal strength from the intrinsic worth of his ideas and the methods 
he employed. 

At this point it is necessary to refer only to his methods. Firstly, 
he could sustain his views as being very near the truth because they 
were the result of study and investigation. It was said of him 
that— 

He is not a mere social scientist : he is a great scientist in the realm of 
social truth. He is great by his choice of problems, because of his methods 
of solution, because of the persistence and thoroughness of his search and 
because of the profundity of his knowledge of the human heart. His great- 
ness as a social inventor is shown by the close adaptation of his methods 
to the culture and modes of thought and feelings of the people and to their 
economic and technological resources... .} 

Secondly, he also had his own methods of persuading others 
to accept his views. He sought always to be on friendly terms with 
people who disagreed with him, to win them over to his views by 
appealing to their sense of justice and goodwill. Indeed, one of 
the most remarkable things about the Ahmedabad experiment 
was the way Gandhi paved the way for the unionisation of the 
workers without arousing the antagonism or active opposition 
of the millowners and for the latter’s recognition and acceptance 
of the Union after it was formed. 

No less significant were his methods as a leader of the workers, 
such as he displayed in the 1918 labour struggle. In order to be 
able to lead the workers effectively he sought to place himself in 
their position. The struggle was therefore planned to include 
investigation of the workers’ living conditions, not only to find 
out how these might be improved but also to see what the workers’ 
innermost feelings were ; not only to seek facts to strengthen the 
demand for increased wages but also to obtain more understanding 
of the total situation in which leadership was to be exercised. 


Principles—Gandhi’s Contribution and the Parties’ Responsibility 


In the final analysis, it will not be wrong to say that the parties 
in Ahmedabad—the millowners, the workers and their immediate 
leaders—adopted so much of Mahatma Gandhi’s ideas as they 


1 Richard B. Greac : “ Gandhiji as a Social Scientist and Social Inventor ”’, 
in Mahatma Gandhi—Essays and Reflections on His Life and Work, edited 
by S. RADHAKRISHNAN (Bombay, Juico Publishing House, 1956), p. 74. 
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were willing to accept because they believed that those ideas were 
good and were based on principles and ideals they could believe in. 

It may be important to emphasise this point. How the Ahmed- 
abad experiment began cannot be explained solely in terms of a 
great man’s influence. It would be a mistake to overlook or minimise 
what the parties directly concerned had done on their own respons- 
ibility. From one point of view the most important contribution 
of Mahatma Gandhi in Ahmedabad was to supply first principles. 
He provided the workers and the Ahmedabad Textile Labour 
Association with principles for trade union action and he offered 
the millowners the principles of respect for the workers’ right to 
organise, of joint discussion with labour and of voluntary arbitra- 
tion. 

The parties accepted and acted on these principles not blindly 
but as thinking people, able to judge them for what they were 
worth. It is perhaps true that if they had been offered by a lesser 
personality, the parties might have disregarded them, considering 
the conditions of the time. But whatever sense of judgment and 
responsibility the parties showed in their acceptance, it was their 
own and theirs only—and to their credit. Gandhi sowed his seeds 
and they fell on fertile ground. 

From this point of view the millowners’ action was all the more 
significant. In 1918 they were not only steeped in tradition ; 
they also showed the highest degree of economic orthodoxy. Their 
attitude towards the workers was that of a father towards his 
children—with all the authoritarian paternalism that this implied— 
and they wanted no third party to intervene. As they then said, 
“mills are run with no other motive than to make profit ” and 
“conditions of employment are determined purely on the basis 
of supply and demand ”. 

Nevertheless, they accepted trade unionism, the principle of 
joint discussion with labour and the principle of voluntary arbitra- 
tion, and there seemed to be no doubt that they did so as practical- 
minded business men and as realists of the market place. Indeed, 
it is said in Ahmedabad that it was the business sense developed 
in the local merchant and financial community by a long commercial 
tradition and the tradition for compromise built up as a part of 
local commercial practice which induced the millowners to see the 
practical value of organising their relationship with labour on an 
orderly basis. 


Union Recognition 


From another point of view, what may perhaps be considered 
the most important single act in Ahmedabad was the millowners’ 
immediate recognition of the T.L.A. It has been seen that, among 
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other reasons, this recognition was given following the steps taken 
to win the confidence and goodwill of the millowners. Gandhi and 
his associates not only avoided words and conduct which could 
excite the antagonism of the millowners but endeavoured to soften 
their hearts, to melt their prejudices and traditional attitudes. 
They made it clear that, while the Union aimed to protect the 
interests of workers and improve their lives, it also intended to 
pursue objectives which were consistent with the welfare of industry 
as a whole. It was perhaps easier for them to adopt this line of 
action because there had not been any previous history of bitter 
conflict in the industry and because the millowners had no previous 
experience which could have hardened their prejudice against 
third-party intervention in their relations with the workers. 

The significance of the millowners’ attitude may be measured 
in both negative and positive terms. The experience of parties 
who have fought over the right of a union to exist and be recognised 
seems to show that it is this issue, more than any question of 
terms and conditions of employment, that is the cause of the most 
bitter conflict between labour and management. The struggle for 
survival and recognition inevitably heightens the sense of antago- 
nism between the parties, which, even after the union has been 
recognised and collective relations established, continues for years 
to mar their relationship. In Ahmedabad there was no greater 
cause of bitterness between the T.L.A. and the millowners than 
such acts of anti-unionism as did occur. This seems to show that 
the parties would undoubtedly have gone through the experience 
described above had the millowners chosen to wage a full scale 
war against the T.L.A. With the millowners’ recognition, the parties 
were able to avoid this kind of conflict and its moral consequences ; 
knowledge of this is one of the factors affecting their favourable 
attitudes towards each other. Still more important was the fact 
that they were thus able to go ahead in organising their mutual 
relationships on an orderly basis, to begin their joint adventure 
in a more favourable emotional climate and with an open mind as 
to the future. 


Leadership, Policies and Activities of the T.L.A. 


Besides having been founded on principles of trade union 
action enunciated by Mahatma Gandhi, the T.L.A. generally takes 
inspiration from his ideas. As Union adviser and labour represen- 
tative on the Arbitration Board, he also provided guidance to the 
Union on specific questions of policy and in connection with disputes. 
But he did not take an active part, even during the Union’s early 
life, in the routine of policy-making and in the administration of 
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Union affairs; this responsibility was assumed by the Union’s 
immediate leaders, the President, other advisers and the Secretaries. 

All of them were “ outsiders” or, in the words of Gandhi 
himself, “ non-labour ” leaders, that is to say, none came from the 
ranks. Outside leadership seemed inevitable ; the workers were 
largely illiterate, fearful of the employers and divided by the caste 
system. Because of social distinctions and conventions, it was 
doubtful if the millowners would have had dealings with leaders 
drawn from the mills ; the “ non-labour ” leaders were acceptable 
to the millowners by virtue of their own social standing and they 
served to bridge the social distance between the millowners and 
the workers. 

But the idea of educating labour to evolve its own leadership 
and self-reliant, self-existing organisation was a basic tenet in 
Gandhi’s trade union philosophy. Although the T.L.A. had from 
the beginning a democratic structure, with representatives elected 
by the occupational unions to decide on Union policies, for quite 
a number of years major policies were actually shaped by the 
“non-labour ” leaders. Evolving leadership took place as the 
elected union representatives were trained under the guidance of 
the “non-labour” leaders and as they themselves acquired experi- 
ence and were able to make their voice increasingly felt. 

It was clear, however, that the exercise of leadership over a 
large body of illiterate workers involved exceptional opportunities 
and responsibilities in the use of power. The “ non-labour ” leaders 
who initially took charge of organising and administering the Union 
had no previous experience of this kind of leadership. But they 
had training under Gandhi himself in his methods of work and 
leadership, especially during the labour struggle of 1918. And, as 
fervent disciples of the Mahatma, they adhered to his principles 
and ideals with something like a sense of mission. It was largely 
the way in which they discharged their responsibilities that deter- 
mined the millowners’ attitude towards the T.L.A. 

The T.L.A.’s policies and activities in the industrial field have 
naturally affected the parties’ relationship. But it should be noted 
that, in the wider role marked out for it by Gandhi, it pursues an 
extensive programme of welfare and social betterment activities 
for “ the all-round development of the worker as a human being ”. 
While these activities have been directly beneficial to the workers 
and members of their families and have helped them to enjoy more 
meaningful lives and to become better citizens and members of 
the community, they have other important implications and 
consequences. 

Firstly, this programme of activities depends on a more intimate 
knowledge of the lives, conditions and needs of the workers and 
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their families. Knowledge thus acquired cannot but be valuable 
to the Union in developing its programme as a whole, particularly 
in relation to its industrial objectives. 

Secondly, workers recruited from the villages have to face 
problems of adjustment to industrial life and in a new social 
environment. There seems to be no doubt that the Union’s social 
betterment activities have helped them in their adjustment. It 
has, at least, given them a sense of belonging. 

Thirdly, there is the fact, previously referred to, that these 
activities contribute to the sum total of the workers’ sense of 
satisfaction, which they bring with them to their place of work. 


Development of the Parties’ Relationship under Gandhi's Guidance 


There were two main periods in the development of the parties’ 
relationship : the period of the original Arbitration Board, when the 
parties had the guidance of Mahatma Gandhi, and the ensuing 
period, when they were on their own. During the first period the 
parties’ relationship developed largely within the framework of 
the resolution of conflict. 

It was previously noted that the work of the Arbitration Board 
was essentially a form of joint negotiation and conciliation, with 
arbitration by an outsider as the terminal point of settlement, the 
two procedures being combined in one and the same machinery. 
It was not clear whether the idea for this kind of machinery origin- 
ated with Mahatma Gandhi or whether it grew out of his discussions 
with the millowners, in the latters’ desire to have him as an active 
participant, while taking account of his known sympathy for 
labour. It seemed, however, to be an example par excellence of 
social invention representing a close adaptation of method to the 
needs and resources of the people concerned. 

As labour representative on the Arbitration Board, Gandhi 
undoubtedly made a great contribution in working out mutually 
acceptable solutions to many a dispute. But he had also many 
disagreements with his opposite number, particularly on important 
wage issues. Because the millowners respected him, they gave 
serious consideration to his views. But they looked after their 
interests as they would under other circumstances. In this respect 
the Board functioned just like any joint negotiating machinery. 

What may perhaps be considered of more long-term significance 
was the guidance provided by Gandhi to the parties in another 
area—that of making a beginning and meeting the difficulties 
involved. The parties began with a handicap : except for occasional 
strikes in the past, they had no previous experience in mutual 
dealings. The use of the Board’s procedure required a certain 


LABOUR-MANAGEMENT RELATIONS IN AHMEDABAD 531 


degree of social skill and certain habits of mind that could only 
be acquired by experience. In a larger sense, what in effect the 
parties established by convention was a new social order for them- 
selves. This required adjustment on the part of all concerned. 

Aside from the part he played in the development of the Board’s 
procedure, Gandhi's presence on the Board helped to increase the 
parties’ acceptance of, and respect for it. But even with his influence 
and guidance the parties went through some early unfavourable 
experience. Firstly, there was the series of strikes which occurred 
from 1921 to 1923. In 1923, in Gandhi’s absence, there was a 
complete breakdown of the procedure. With only two years’ 
experience, the parties proved unable to stand on their own. 
Secondly, the evidence shows that the parties were not able to 
adjust themselves readily to their new social order. On the part 
of the millowners this inability was shown in instances of anti- 
unionism and non-compliance with awards. The Union at first 
reacted by resorting to strikes instead of seeking redress through 
the established procedure. It took more years of experience for 
the millowners and the Union to make the necessary adjustments. 

The parties picked up the shreds of their arbitration machinery 
left by the 1923 strike when Gandhi resumed his work on the Board 
and thereafter its effectiveness increased. 

In 1937 the parties felt able to provide for a new Arbitration 
Board without Gandhi's participation. It is possible that they 
could have done so earlier, had it been necessary. Over the years 
they had become more adept in the use of the Board’s procedure. 
It had also instilled in them habits of mutual dealing. 


Development of the Parties’ Relationship on the Basis of Their 
Experience 


The experience of the parties themselves also greatly contributed 
to the effectiveness of the original Arbitration Board. Their own 
attitude was that the arbitration machinery could only be slowly 
built up by a line of traditions, conventions and practices. 

They made use of their experience to improve the machinery 
under the two agreements they concluded in 1937. It was by 
comparing their experience under their privately established 
system of disputes settlement with their later experience under 
government-established procedures for settlement that they 
decided to revive the arbitration machinery in 1952, with further 
improvements. 

With experience their attitudes towards each other changed ; 
the experience was mutually satisfactory and the changes in 
attitudes were favourable; mutual understanding, trust and 
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confidence and mutual good faith increased. These attitudes and 
the skills and habits of mutual dealing they had acquired enabled 
the parties, when they decided to abandon the arbitration machinery 
in 1939, to make greater and more effective use of direct negotia- 
tions. Collective bargaining became the normal method in the 
regulation of their relationship ; now that their thinking was less 
orientated towards conflict it developed on more constructive 
lines. They learned to discuss not only differences but also other 
problems of common interest, for which they evolved various 
methods of joint consultation and co-operation. 


Conclusions 


The Ahmedabad experiment may be an example of what it 
is possible to achieve even in an underdeveloped economy. It was 
not, however, the purpose of this study to present the system 
of labour-management relations in Ahmedabad as a model. The 
system developed under a particular set of economic and social 
conditions and against a background of a distinctive traditional 
culture. The intervention of Mahatma Gandhi was an exceptionally 
favourable factor, strengthened by the parties’ own receptiveness 
to his influence and ideas. The parties were again fortunate to 
have later on the assistance and technical services of the Ahmedabad 
Textile Industry’s Research Association. These factors give a 
particular uniqueness to the Ahmedabad experiment and it is 
therefore extremely doubtful whether this experiment could be 
duplicated in its entirety elsewhere. It may, however, be supposed 
that any of the methods applied by either or both of the parties 
in Ahmedabad, or the kind of machinery they have evolved for 
the peaceful settlement of disputes, could usefully be tried by 
others, with such adjustments as may be deemed appropriate, if 
they are willing to make the experiment. 

Making full allowance for the effect of local factors on the 
development of labour-management relations in Ahmedabad, it 
nevertheless seems that the basic pattern of that development 
confirms what the experience of many others has shown, namely— 


(a) that the development of good labour-management relations 
is essentially a process of slow and evolutionary growth ; 

(b) that one of the factors of fundamental importance in this 
development is that of attitudes ; and 

(c) that the early stages of this process involve many difficulties 
and the parties need guidance and assistance. 


To illustrate the above points, the following observations may 
be made : 
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(1) It can be said, in retrospect, that it is the wealth of experience 
the parties in Ahmedabad have acquired which constitutes the 
most concrete and positive basis for industrial peace and mutually 
satisfactory relations in industry. While Mahatma Gandhi offered 
them the principles on which to organise their relationship— 
principles that might originally have been accepted unhesitatingly 
because of the eminence of the leader’s personality—they now 
have their own experience as solid proof that those principles were 
not only sound, but workable and practical. Their relationship 
thus now rests on a solid basis. The parties have made a conscious 
effort to draw lessons from their experience. In this respect, 
they have perhaps simply followed Gandhi’s method of experi- 
mentation and social invention, applying to the study of their 
experience nothing more than their plain commonsense. With 
this kind of approach, with such knowledge as they now possess, 
with the habits of mutual dealing they have acquired, and with 
the methods they have developed for joint efforts, it may be easier 
for them to face new problems and make such adjustments as 
changing times and conditions require. 


(2) The Ahmedabad experiment is a continuing one. As times 
and conditions change the parties may have to face new problems. 
It would, of course, be wrong to say that there is complete harmony 
or no room for improvement in Ahmedabad. Either party will 
always have some ground for dissatisfaction with the other or 
with some aspect of the situation. An outsider bringing a fresh 
outlook may be able to detect flaws in practices that have been 
taken for granted. On the more positive side, the potentialities of 
labour-management co-operation are great and much apparently 
remains to be done in the field of human relations. But the impor- 
tant thing is that, with the benefits of their experience, the parties 
should feel prepared for the tasks ahead. In recent years they 
have in fact been moving forward in the areas of co-operation and 
human relations; the Ahmedabad Textile Industry’s Research 
Association has been making an effective contribution and there is 
every indication that it will play an increasingly important role 
in the future. 


(3) As the Ahmedabad experiment shows, even under exception- 
ally favourable circumstances good labour-management relations 
cannot be developed overnight. Subject to external factors, the 
progress and direction in this evolutionary growth depends on the 
parties’ attitudes and the extent to which they are able to acquire 
social skills, habits of mutual dealing, as well as lessons from their 
experience. They may reach a stage in which they have mastered 
the arts of mutual accommodation, and have learned to co-operate 
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with each other, but this may be possible only after their relation- 
ship has attained a certain degree of maturity, and they have 
ceased to think solely in terms of conflict. 


(4) The question of attitudes is fundamental at all stages. 
Machineries and procedures may be meaningless unless the parties 
have the human qualities to make them work. It is perhaps 
precisely at the beginning that this matter of attitudes assumes 
its most critical aspect ; the way the parties begin tends to generate 
a chain reaction which largely determines the future course of 
their relationship. It is open for the parties either to start with 
mistrust, antagonism and lack of knowledge about each other’s 
aims—in which case they fall victim to prejudice and misconcep- 
tions ; or to start with mutual goodwill and open-mindedness, 
as was done to some extent in Ahmedabad, with an increasingly 
favourable atmosphere. 

One thing, however, appears essential if the relationship is to 
have a chance of development for the better: the employer’s 
respect for the right of the workers to organise without interference 
from him or his agents, and recognition of the right of the workers 
to bargain with him through their freely chosen representatives. 
In other words, it is of vital importance to the parties to avoid 
beginning with an open conflict over the right of the union to 
exist and be recognised. It seems clear that the responsibility for 
this falls heavily on the employer. But the union also has its part 
to play. Just as it wishes to be assured of the employer’s motives 
in regard to it, so the employer would wish to be assured of its 
motives in regard to his business. 


(5) The parties obviously need help and guidance while taking 
the first steps from which they can make more solid advances. 
This is required both for the development of correct attitudes, 
which affect not only the degree of their acceptance of each other 
but also their capacity to adjust to the new kind of social order 
implicit in collective bargaining relationship, and for the effective 
use of collective bargaining and other established procedures. 

The particular form of assistance which enabled the parties 
in Ahmedabad to get over their initial difficulties consisted in the 
intervention of a very highly qualified, eminent and selfless man— 
Mahatma Gandhi. They willingly accepted his assistance and it 
was useful and effective because he commanded their respect and 
enjoyed their full confidence. The millowners themselves recognised 
his role as a friend who was concerned with the welfare of industry 
as a whole and understood its problems. In this sense his interven- 
tion was essentially that of an outsider. 
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Long ago Sidney and Beatrice Webb pointed out the impor- 
tance of the intervention of an “ eminent outsider ” in conciliation 
or arbitration to forward collective bargaining. Referring to a 
situation in the earlier history of labour-management relations in 
the United Kingdom, they said— 

If both parties are willing to bargain, and are sufficiently well organised 
and well educated to be capable of it, no outside intervention will be needed. 
In those industries, however, where organisation has begun, but has not yet 
reached the highest form ; where the employers are forced to recognise the 
power of the men’s union, but have not yet brought themselves to meet 
its officials on terms of real equality ; where the workmen are strong enough to 
strike, but do not yet command the services of experienced negotiators, 
the intervention of an eminent outsider may be of utmost value. It is of 
small importance whether his intervention takes the form of “ arbitration ” 
or “ conciliation ’—that is to say, whether he is empowered to close the 
discussion by himself delivering an “ award” as umpire, or whether he 
must wait until he can bring the parties to sign an “ agreement”’.... Jn 
either case his real business is not to supersede the process of collective bargaining, 
but to forward it. 


Perhaps the major significance of the Ahmedabad experiment 
is to be found in the fact that one of the most practical and effective 
forms of assistance to the parties may be this matter of getting 
a qualified, disinterested and respected outsider to intervene 
between them as a conciliator or arbitrator. His assistance would 
be valuable not only in the actual settlement of differences but in 
getting the parties to carry on their discussions with some degree 
of objectivity, with greater reliance on facts and factual arguments. 
Probably more important, his influence could restrain the parties 
from possible excesses and help them to overcome tendencies 
arising from traditional attitudes, misconceptions and prejudices. 

As an example of an “eminent outsider”, Gandhi was un- 
questionably exceptional. But his case goes only to show that the 
more the conciliator or arbitrator enjoys the respect and confidence 
of the parties, the more he is likely to be useful and effective. 
A lesser personality than Gandhi might be less effective, but if he 
possessed the necessary personal qualities for the work, if he had 
sufficient understanding of the problems involved, if the parties 
could believe in his fairness and impartiality, and if he enjoyed 
that condition of “ eminence ” which could command their respect, 
his intervention could nevertheless be highly useful and valuable 
to them. 

The parties in Ahmedabad were able to have the services of 
Gandhi in the arbitration machinery—and of other eminent 
outsiders as umpires—by private arrangement. This method may 


1 Sidney and Beatrice WEBB : Industrial Democracy (London, Longmans, 
Green & Co., 1920), p. 240 (italics supplied). 
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be possible where comparatively large organisations are involved 
or where the employers and the workers in the industry are suffi- 
ciently well organised, as in Ahmedabad. For most parties, how- 
ever, the assistance of eminent outsiders may be available only 
through the conciliation and voluntary arbitration services provided 
by the Government. 

Various methods have been developed for enlisting eminent, 
independent personalities of the community in these services. 
But the full-time government conciliator needs also the “ eminence ” 
of a sufficiently high official status for the job of persuasion he has 
to do. He needs to be in a position which will win for him the 
respect of men of importance—the management and trade union 
leaders—with whom he has to deal. The organisation and streng- 
thening of government conciliation and arbitration services from 
this point of view may be one of the most effective means of develop- 
ing collective bargaining and promoting good labour-management 
relations. 

The added expenses of strengthening the conciliation and 
arbitration services, of providing them with men of high calibre 
who can do a more effective job, may be insignificant compared 
with the value of losses from avoidable work stoppages. It is known, 
however, that the importance of good labour-management relations 
cannot be assessed in these terms alone ; they are just as important 
for increasing productivity and efficiency and for economic and 
social progress as a whole. In present-day conditions social peace 
or social unrest is almost always equated with industrial peace 
or industrial unrest ; sound industrial peace can provide a strong 
basis for an enduring social order and political stability. It is 
through its conciliation and arbitration services that the govern- 
ment can move in the most direct way and at the highest practical 
level to promote good labour-management relations and industrial 
peace. It can exert its most effective, beneficent influence over the 
parties through the people to whom it has given the responsibility 
for dealing with them—in the concrete setting of close, personal 
relationship—on matters of the most immediate concern to them. 


REPORTS AND INQUIRIES 


Some Trends within 
the World Co-operative Movement: I 


Between 1939 and 1958, the dates of publication of the last two editions 
of the International Directory of Co-operative Organisations?, great 
changes took place in the co-operative movement. What is the position of 
the movement in the world today and what are the main trends ? It is of 
course possible to obtain a picture of the numerical position with regard 
to co-operatives by comparing the 1939 and 1958 figures, but this gives no 
idea of the real strength of the co-operative movement nor of the tendencies 
within it or of the problems it has to solve. An attempt has therefore been 
made in this article to depict the current situation and trends in the field 
of co-operation in the modern world on the basis of general statistical 
information, documentation available to the International Labour O 
and a certain number of selected examples. The first part, published below, 
covers world-wide trends, international action, and the situation in Africa 
and Latin America ; the second part, which will appear in the June issue 
of the Review, deals in turn with trends in the United States and Canada, 
the West Indies, Asia, Oceania, Europe and the Near East. 


It is not proposed in this article to give a full picture of the co- 
operative movement in all countries of the world, since the growth of 
the co-operative movement is a part of a more complex process and is 
closely linked to the economic, social and political development of 
nations. The large amount of printed matter published each year de- 
scribing the position in the movement shows how varied and complex 
are the problems facing it. Moreover, certain countries in which co- 
operation has taken new forms, such as the countries of Eastern 
Europe, are mentioned only briefly in this article. 

The countries or groups of countries cited as examples have been 
selected either because events there seemed typical of a particular trend 


11.L.0.: International Directory of Co-operative Organisations, 11th edition (Geneva, 
1958), trilingual. The previous edition, which came out in 1939, was in two parts: the 
first listed and described co-operative organisations, while the second consisted of stat- 
istical tables designed to give a general picture of the position of secondary co-operative 
organisations in various parts of the world. In addition a number of statistical tables 
relating to primary co-operative organisations were published in Internati 
Review, Vol. XL, Nos. 2 and 3, Aug. and Sep. 1939. 

These two documents are frequently referred to in the present article ; the International 
Directory of Co-operative Organisations is cited in the text as “ the 1958 Directory ” and the 
article published in the August and September 1939 issues of the International Labour 
Review is referred to as “ the 1939 Review ”. 
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or owing to the existence of periodical statistics on which comparisons 
could be based. Few figures have been given, and the reader is asked 
to refer to the 1958 Directory to obtain additional information on the 
general position of co-operation in each country.! 


General World Trends 


Preliminary work on the 1958 Directory and a number of important 
documents recently published on the subject of co-operation—for 
example, to cite only official or semi-official publications, the report of 
the British Independent Commission ?, Sir Malcolm Darling’s report 
on the co-operative movement in India *, and the texts of the long-term 
plans prepared by various Asian governments, the introductions to 
which frequently mention co-operation—have brought out a number 
of the distinguishing features of the present-day co-operative movement. 

It is possible, therefore, to stress some of the main features revealed 
by the studies and comparisons made between the co-operative situation 
some 20 years ago and today before considering the main trends of the 
— — movement by continents or, better, by parts of 
the world. 


The Universality of the Co-operative Movement 


The 1958 Directory gives information on the co-operative organisa- 
tions of 124 countries, and even countries not included in it have many 
co-operative societies. 

ere are very few countries that do not have co-operatives, very 
few economic needs that cannot be met by establishing them and 
hardly any forms of social or political organisation with which they 
cannot be reconciled or integrated. 

There may be few apparent similarities between the enormous 
American oil producers’ co-operative, the Pub department store in 
Stockholm, a tiny purchasing group formed by a few workers in an 
Ispahan textile factory or a small society formed by fishermen for the 
joint use of a boat on the coast of Viet-Nam ; yet it is a common feature 
of all these undertakings that they were launched by men wishing to 
improve their own lot by their own means and on their own initiative 
and desirous of applying the universal rules that are the principles of the 
co-operative movement. 


Growth of the Superstructure of the Co-operative Movement 


The growth of the superstructure of the co-operative movement 
through the foundation of co-operative federations or the establishment 
of government departments is not of recent date: many co-operative 


1 Since the 1958 Directory was published a certain amount of more recent information 
has been made public. This information has been mentioned wherever possible. For all 
other information the reader is referred to the figures given in the 1958 Directory. 

® Co-operative Independent Commission Report (Manchester, Co-operative Union, 1958). 
Cf. bibliographical note in International Labour Review, Vol. LX XVIII, No. 4, Oct. 1958, 
p. 425. 

3Sir Malcolm Daruitnc : Report on Certain Aspects of the Co-operative Movement in 
India (New Delhi, Planning Commission, 1957). Cf. bibliographical note in International 
Labour Review, Vol. LX XVIII, No. 6, Dec. 1958, p. 613. 
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federations and unions were in fact formed long before the Second World 
War. Nevertheless the strengthening of this superstructure has been 
one of the essential features of the movement in the last 20 years, for 
a number of reasons. 


(1) There is a natural tendency for co-operative societies to join 
together in their own defence and to establish jointly services which 
none of them could set up individually, whether for economic or com- 
mercial so peu or for education, propaganda, welfare, etc., or even 
to put their views to governments. 


(2) The increasing interest in productivity leads to a better distribu- 
tion of co-operative societies in accordance with economic needs, to 
amalgamations and to the division of spheres of activity. 


(3) Co-operatives have been used by governments for 
arising out of wartime conditions (e.g. the distribution of food, ferti isers 
or animal foodstuffs) and it is easier to establish contact with co-operative 
bodies through federated organisations. Many federations formed for 
this purpose have survived and have grown into co-operative federations 
of a more or less traditional type. 


(4) Finally, co-operatives have felt the need to unite in order to 
play a more effective part in applying government economic policies. 


In relation to this last factor it must be pointed out that govern- 
ment co-operative departments have been multiplying and the nature 
of their work has been changing. Far from confining themselves to the 
registration of co-operative societies, in many countries they take the 
initiative in promoting the growth of the movement, so that it is some- 
times difficult to distinguish clearly between the functions of co-operative 
federations and of certain government departments, for example in 
countries in which registrars! of co-operative societies provide much 
the same assistance for such societies as would be given them by federa- 
tions. 

It also seems that the establishment of co-operative unions or 
federations is part of the natural process of growth of the co-operative 
movement, because co-operative societies themselves feel the need 
for such consolidation or use secondary organisations wish to play 
a more or less direct part in the establishment of co-operative societies. 
Whatever the reason, the existence of powerful and active federations 
carrying considerable weight in national life constitutes an incentive for 
co-operative societies in underdeveloped countries, for which they 
Ps resent both a specific target to be attained and an example to be 
ollowed. 


Growing Collaboration between the State and the Movement 


Many of the new States created since the end of the Second World 
War are finding that co-operation provides them with a new road 
towards economic development, and relations between the State and 
the co-operative movement have been deeply altered in consequence. 

In Western Europe the State until recently often adopted a compara- 
tively neutral attitude towards the co-operative movement, and has 
been content with granting it the special tax status which some believe 
has promoted the development of co-operative organisations. In newer 


1 See p. 543 for an explanation of the duties of these registrars. 
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countries, on the other hand, the State has often undertaken the task of 
building up the national economy and has included the co-operative 
movement in its plans, assigning it a role of the very first importance. 

The Second World War gave a decisive impetus to this development 
in the relations between the co-operative movement and the State. The 
co-operative movement was frequently used by the public authorities 
at that time not only to back up economic development but, for example, 
as a way of distributing limited supplies, as a channel for the transmission 
of their instructions and as a means of collecting products. Many of the 
co-operatives that were formed more or less artificially during these 
troubled years survived and gradually grew into sound organisations 
of the traditional type. The movement derived the greatest benefit 
from the financial and sometimes technical assistance of the State, and 
also from the prestige which accrued from recognition by the State of 
the role played by the movement in promoting the common good. 
The two parties gradually discovered the advantages of a working 
relationship. 

At the present day this is the most important issue affecting the 
development of the co-operative movement. In socialist countries the 
movement is one of the agencies through which the State’s economic 
and social policy is applied ; in countries in course of development the 
movement frequently backs up such a policy ; and in most countries 
co-operative societies have a special place in national life and generally 
receive different treatment from private firms in the sense that their 
role as semi-public bodies is recognised in various ways, such as tax 
exemption. More systematic treatment will be given to this aspect of 
the relations between the State and the co-operative movement in the 
section on the position of the co-operative movement in various parts 
of the world which is to be found later in this article. 


Permanence of Co-operative Principles 


In spite of the tremendous changes in the structure of nations and 
co-operative organisations as a result of the war, one of the essential 
characteristics revealed by a study of the co-operative movement in 
the world is the permanence of its doctrine. The principles on which 
the establishment and development of co-operative societies have been 
based, which are continually being thought over and discussed ', are 
still basic to co-operative legislation and therefore to the operation of 
most co-operative organisations. Even where, as in certain countries, 
there has been a rapid growth in the co-operative movement under the 
pressure of political events, it is found that after a few years during 
which state influence is predominant there is a trend towards a liberalism 
based in practice, if not in theory, on the elementary principles of the 
movement. 

Irrespective of events or political régimes, the everyday problems 
of human life remain the same. For storing wheat, distributing staple 
commodities, buying the products, tools and goods required for the 
survival or employment of human beings, co-operation provides simple 
and practical solutions which enable the individual to benefit from the 
advantages of collective action while leaving him a considerable amount 
of personal freedom. 


1 See Paul Lambert : “ A Fresh Analysis of the Rochdale Principles ", in International 
Labour Review, Vol. LX XVIII, Nos. 1 and 2, July and Aug. 1958. 
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Growing Interest in Co-operative Education 


The strongest and most flourishing co-operative movements at the 
present day are the oldest, probably because they have built up the 
economic and financial foundations their work calls for and above all 
have trained competent staff ; in the short term all education is expensive, 
but in the long run its value is not open to challenge. Co-operative 
education—technical training of officials of co-operative organisations, 
education of members and co-operative propaganda—is among the 
foremost preoccupations of the leaders of these organisations. This is so 
both in the relatively new organisations that need technical staff and 
in the older ones that realise the necessity of giving members some 
share in their management and which devote increasingly large sums 
to the advancement of co-operative education. Planned development 
of the movement also gives rise to a tremendous demand for trained 
personnel.t. The world-wide interest in co-operative education—an 
interest which has led, for example, to the foundation of permanent 
institutes or colleges for staff training—is a noteworthy mark of the 
maturity of outlook of co-operative movements that are willing to make 
immediate sacrifices in the expectation of long-term results. 


International Action in the Field of Co-operation 


Over the last 20 years there has been considerable development in 
international action to promote co-operation. A number of organisations 
are involved, the largest being those directly or indirectly connected 
with the United Nations and the co-operative federations themselves. 
But very effective work is done by private organisations such as the 
Horace Plunkett Foundation and the universities, for example in 
Germany. 

Before the Second World War the two bodies most actively engaged 
in this field were the International Labour Office and the International 
Co-operative Alliance. Their work has grown steadily since the war, but 
new bodies have been set up that deal with co-operative questions 
directly or indirectly, for example, the Food and Agriculture Organisa- 
tion of the United Nations (F.A.O.), the United Nations Educational, 
Scientific and Cultural Organisation (U.N.E.S.C.O.), and the Pan 
American Union, as well as the International Federation of Agricultural 
Producers, formed in 1947, and the European Confederation of Agri- 
culture set up in 1948 ; there are also a series of organisations, some of 
which existed before the Second World War, but which have in the 
post-war period shown special interest in co-operative questions. 

What is the reason for the sudden surge of international activity 
in connection with the co-operative movement ? 

First of all, the co-operative movement was bound to be involved 
in the great post-war growth of international contacts. Contacts among 
co-operative organisations, whether direct or through existing or newly 
created bodies, became more numerous, specialised and frequent. In 
the modern world there is an urgent demand for international action 
that goes beyond mere friendly intercourse to provide tangible aid. 


1In India, for example, the Second Five-Year Plan provides for one registrar for 
every 15 large or 25 small co-operative societies and one auditor for every 20 large or 45 
small co-operatives, not counting the staff of the co-operative societies themselves, and 
extensive training programmes have had to be established for the purpose. 
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The forthcoming establishment of the Office of the International Co- 
operative Alliance for South East Asia and the reactions to this develop- 
ment give evidence of the interest aroused by all assistance in the co- 
operative field. A good example of this is the sum of over 1 million 
Swedish crowns collected by the Swedish Co-operative Federation from 
organisations in Sweden and from individual members of the movement 
for the Technical Assistance Fund of the International Co-operative 
Alliance. 

This desire to lend mutual international assistance—which is to be 
seen in the as yet hesitant contacts between the co-operative organisa- 
tions of developed countries and those of underdeveloped countries— 
has also led to the large-scale co-operation among governments that is 
involved in the Expanded Programme of Technical Assistance of the 
United Nations and the Specialised Agencies. Long before the Second 
World War the co-operatives service of the International Labour Office 
gave technical assistance indirectly, for example, by providing advice to 
organisations in various countries. However, the development of a 
systematic technical assistance programme over the last few years 
has enabled many of the co-operative movements of countries in course 
of development to obtain substantial aid in the form of direct advice to 
organisations, the despatch of experts, the granting of fellowships or 
equipment or the organisation of seminars attended by co-operators and 
by trained officials from all over the world. 

Between 1950 and the end of 1958 the International Labour Office ran 
over 70 technical assistance projects in the field of co-operation ; another 
15 or so are to be put in hand in 1959, some involving several experts. 
Other organisations, such as the Food and Agriculture Organisation, 
are carrying out similar schemes. The welcome of the countries con- 
cerned for co-operative development plans, the success of a large number 
of these plans and their implementation by intergovernmental agencies 
working on behalf of governments and of co-operative organisations are 
new features of the growth of the co-operative movement in various 
parts of the world. 


The Co-operative Situation in Various Parts of the World 


RAPID GROWTH OF THE MOVEMENT IN AFRICA FROM VARIED BEGINNINGS ! 


Africa South of the Sahara 


The main feature of the co-operative movement in Africa is its rapid 
growth. Table I shows the growth that occurred from 1945 to 1956 in 
seven territories in Africa, chosen because comparable figures were 
available for them for the period in question. The number of agri- 
cultural marketing co-operatives increased almost tenfold and the 
total number of registered co-operatives as well as the total number of 
members both increased sevenfold. Although the number of consumer 
co-operatives also shows a tenfold increase there are still less than a 
hundred in all, and the table shows that the development of the co- 
operative movement has chiefly affected farming, credit, processing or 
marketing societies. Even more important, however, is the fact that 


1 See also I.L.0.: African Labour Survey, Studies and Reports, New Series, No. 48 
(Geneva, 1958), Ch. XIII: “The Co-operative Movement ”. 
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secondary co-operative organisations—that is to say, organisations at 
higher levels in the movement—have grown even faster. Everywhere 
the co-operative movement has become stronger and has set up its own 
federative organisations. Mention should also be made of the develop- 
ment of all forms of co-operative education, ranging from the foundation 
of teachers’ colleges to the action taken by certain governments adminis- 
— non-metropolitan territories to develop co-operative education. 

owever, the co-operative movement has developed along different 
lines in different parts of Africa. 

In the British territories its growth has been strongly marked by the 
influence of legislation. Not only did the Colonial Office arrange for the 
extensive promulgation of provisions which in its opinion fulfilled the 
requirements of co-operative development ; the introduction of officials 
to supervise and promote the growth of pte mete organisations— 
the “ registrars "—gave a decisive impetus to the establishment of such 
organisations. These officials are responsible for registering existing 
societies, for promoting, establishing and developing co-operative 
and for supervising their management. They have con- 
siderable freedom of action, together with funds and trained staff, and 
are themselves highly trained ; their enn authority and power has 
Tr the results that are apparent from the statistics given in 
table I. 


TABLE I. THE CO-OPERATIVE MOVEMENT IN SEVEN TERRITORIES 
IN AFRICA, 1945 To 1956 


Marketing| Credit |Consumers’} Other Total 
co- co- co- co- number of 

operatives | operatives | op ives | op i egistered 
(1) (2) (4) societies 


Northern 
Rhodesia .| 1945 6 
1956 103 


Nyasaland . | 1945 
1956 66 


Kenya. .| 1945 17 
1956 351 


Tanganyika | 1945 46 
1956 398 


Uganda . .| 1945 
1956 | 1,221 


Nigeria . .| 1945 238 
1956 688 


Sierra Leone | 1945 
1956 163 


763 
17,680 


| 


6,075 
2,900 
74,506 


45,846 
281,789 


— 


127,887 


35,263 
125,340 


wn 


| 


11,000 


All 
territories | 1945 307 84,772 
1956 | 2,990 644,277 


Source : Colonial Office reports. 

Note. A dash (—) indicates that there are no co-operative societics. Data are not strictly comparable 
since they were not all collected at the same time ; for titis reason the totals indicated are not in all cases 
equal to the sum of the items concerned. 
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In the African and Malagasy Republics which formerly constituted 
the French territories in Africa the co-operative movement has grown 
along different lines. For a long time rural societies under the super- 
vision of the French authorities had been formed in most of the French 
territories in Africa to collect and if ene process the produce of 
their members and to sell them various articles they needed for their 
work. These societies, which were at first known as “ Native Provident 
Societies ”, were legally and in practice closely supervised by the ad- 
ministration. In particular they were financed from compulsory dues 
levied at the same time as taxes. 

As a result of political developments, particularly in former French 
West Africa and French Equatorial Africa, the administration of these 
provident societies became more liberal and consideration was naturally 

iven to the possibility of converting them into co-operative societies. 

here were certain failures, apparently due to excessive haste in apply- 
ing the decree of 22 August 1947, under which the provident societies 
were abolished and replaced by co-operatives, and various short-term 
experiments are now being made, such as the establishment of pilot 
co-operative centres in Senegal, of mutual farmers’ societies in other 
territories and of mutual food supply societies in the territory of the 
Niger. These bodies represent a more primitive form of organisation 
than co-operative societies proper and their establishment reflects a 
concern to preserve the efficiency and the quality of the service rendered 
by the former societies while inducing their members to begin to run their 
organisations themselves along co-operative lines. 

The whole of this slow process, of course, depends on the education 
first of members with an awareness of the part they are to play, and 
secondly of honest and efficient staff. The first point has implications 
that lie far outside the field of co-operative development ; it is connected 
with the awakening of the social conscience of the population, as may be 
seen from the fact that local co-operative leaders often have trade union 
and even political duties as well. Good co-operators are often good 
citizens. Conversely, the interest aroused by the development of the 
co-operative movement in the African Republics concerned is not 
limited to purely technical problems, since many see in this the pos- 
sibility of giving a new lease of life to forms of economic and social 
organisation that have now been rendered out of date by economic 
development. As regards staff training the French authorities have 
been giving consideration to the matter in conjunction with the African 
authorities for some years, and the establishment of the National 
Agricultural Co-operation Centre is evidence of the attention devoted to 
the subject. By the end of 1958, 172 persons (59 Europeans and 113 
Africans) will have taken the annual course at this Centre. The estab- 
lishment quite recently of a French Institute of Co-operative Action 
(I.F.A.C.), which brings together representatives of all forms of co- 
operative action in France, is bound to facilitate the training of competent 
staff for African co-operative societies and to bridge the gap between 
the old co-operative movements in France and the newly formed African 
co-operative societies. 

In Belgian territories (Belgian Congo and Ruanda-Urundi) the co- 
operative movement has been developing slowly: there were only 66 
co-operative societies, whether European or indigenous, in these two 
territories in 1955. Since 1923 many co-operative organisations have, 
indeed, been formed ; but others have gone into liquidation and until 
quite recently the marketing of agricultural produce was carried out by 
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a more primitive form of social organisation than is represented by a co- 
operative society. However, a decree issued on 24 March 1956 gives 
Belgian co-operative organisations more opportunities, and man 
suggestions have been made with a view to forming a corps of offici 
who could systematically develop co-operative organisations. 

Experiments are also being made in gy gg and Spanish terri- 
tories, where joint cultivation co-operatives, for example, have been 
operating for some years. 

In Ghana in 1955 there were 443 co-operatives with 41,500 members, 
the total including 376 marketing societies grouped into 16 federations 
which accounted for a very considerable proportion of cocoa sales in 
the country. There is also a co-operative bank, which plays an important 
role not only in financing co-operative marketing organisations but also 
by granting loans to private citizens. The number of consumer co- 
operative societies, on the other hand, has fallen off steadily. 

In the Union of South Africa the co-operative movement goes back 
a very long way and has not shown any particular growth since the 
Second World War. A certain number of co-operative societies have 
been set up by Africans with rather more success. The secondary 
organisations are very large and are federated in a single central organisa- 
tion, the Federal Agricultural Co-operative of South Africa. 


General Trends in Co-operative Development. 


The essential problem facing African farmers is that of the marketing 
and sale, and where necessary processing, of their produce. Agricultural 
co-operatives have grown up to meet this need. Whereas the number 


of consumer co-operatives in many African countries was limited, there 
has been a remarkable degree of development of agricultural societies. 
Where the co-operative movement had already reached a high degree 
of development before the war, however, there would seem to have 
been little progress since. 

In British or French territories, where institutions that are in fact 
under the control of Africans are being set up at a rapid rate in all fields, 
the development of the co-operative movement has been especially 
noteworthy. The movement is now the corner-stone of rural society 
in these countries, since the social unit in the countryside consists of a 
group of farms together with a co-operative society to process and 
market their produce. The process of building up this economic structure 
has not been entirely painless and there have been a number of failures; 
but experiments made over the last ten years or so in the various terri- 
tories are particularly encouraging, and it seems that nothing can hold 
up co-operative development in most of these countries. African con- 
ditions connected with the climate, the tremendous areas involved, the 
difficult communications, the nature of the terrain, the outlook of the 
inhabitants and, above all, the lack of staff and competent leaders 
raise special difficulties. Nevertheless, the action of the various govern- 
ments and the way in which the executives of co-operative organisations 
have learnt through experience give grounds for expecting a very con- 
siderable degree of co-operative development in Africa in coming 
decades. 

The formation of co-operative unions and federations is also connected 
with this development. Such unions are chiefly concerned either with 
providing credit or with marketing produce (cocoa, groundnuts, palm oil, 
coffee, etc.). It is also to be expected that in coming years such unions will 


546 INTERNATIONAL LABOUR REVIEW 


become steadily stronger and will be in a position to take over to an 
increasing extent certain tasks now performed by state-established 

encies—both co-operation departments, the importance of which is 
likely to diminish as co-operators begin to face up to their own prob- 
lems, and the more or less compulsory societies to be found in the 
French territories, which should evolve rapidly towards co-operation 
of the traditional type. 

Consumers’ co-operatives, on the other hand, seem to be making 
slow and hesitant progress. This is due, in particular, to the organisation 
of retail trade in Africa. The remedy would seem to lie in a government 
policy for improving the distribution of staple commodities, and in 
constant co-operative education. It will be noted in this connection 
that an overwhelming majority of the African population lives in the 
villages, that there are few big towns in Africa and that consequently 
conditions are not very favourable for the development of an urban 
consumer co-operative movement. 

The present degree of organisation, development and institutional 
consolidation of the co-operative movement and the reappraisal of the 
role and duties of the State mark the movement’s coming-of-age in 

frica. 


North Africa 


In North Africa a rather special problem has to be faced. There are 
many co-operative societies, particularly in agriculture, and they 
rma a very large proportion of the total production. Most of them, 


owever, are societies founded by Europeans, and governments are now 
trying either to form indigenous co-operatives or to introduce members 
of the indigenous population into societies under European control. 
But to do this many difficulties have to be overcome, especially ones 
connected with of ownership. 

Handicraft societies are among the co-operatives for which there is a 
bright future in North Africa, since this is a region where industrialisa- 
tion has been relatively slight and where there is much handicraft 

roduction of both ordinary and luxury goods. Very interesting attempts 
ave been made in Tunisia, and even more so in Morocco, to induce 
craftsmen to pool their resources in co-operative workshops or in pur- 
chasing and marketing organisations. The experiments made in North 
Africa would probably be of great interest in countries such as those 
of the Near East, where handicraft production faces similar problems. 


THE BRIGHT PROSPECTS OF THE CO-OPERATIVE MOVEMENT 
IN LATIN AMERICA ! 


The co-operative movement in Latin America is not of recent growth; 
as in many other countries, it is linked with old traditions of work in 
common. The arrival of groups of immigrants of European origin who 
tried to reproduce in their new countries the conditions that had facili- 
tated economic progress in their countries of origin has greatly con- 
tributed to its development. In the towns the existence of a well- 
educated middle class has also promoted the movement, particularly 
through the founding of consumers’ co-operatives and the drafting of 


1 See also Desarrollo del movimiento cooperativo en América (Washington, Pan American 
Union, 1954), 
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appropriate legislation. Some co-operative federations or unions are of 
long standing, for example the Union of Argentine Co-operative 
Societies formed in Argentina in 1922 and the Union of Farmers’ Credit 
Banks of Rio Grande do Sul set up in Brazil in 1925. Many co-operative 
societies grew up under the influence of specially favourable economic 
and political conditions, and some of them did not last long. The frame- 
work of secondary organisations or state agencies, which often assisted 
the birth of the co-operative movement in Asian or African countries, 
was of relatively little importance in Latin America in spite of the 
adoption of suitable legislation. 

As elsewhere state action has taken the form of the drafting of 
appropriate legislation, which has gradually been adopted in the form 
either of general Acts covering the various kinds of co-operative societies 
or, where necessary, of separate provisions for each type of society. 
As early as the turn of the century, co-operative legislation was adopted 
in Argentina, Chile and Brazil, followed gradually by other countries. 

The establishment of co-operative departments has been a slower 
undertaking, and in many cases co-operative societies were formed in 
isolation and only the registration requirements gave the public author- 
ities any reason to exercise supervision over their affairs. In rare cases 
departments set up in various ministries played an active part in the 
development of co-operatives, and there was more often very little 
contact between these societies and the State. As the co-operative 
organisations grew, however, they came to need money, and central 
banks then exercised a certain amount of supervision over the move- 
ment, as for example in Chile and in Cuba. This situation has its draw- 
backs, but may also be advantageous where co-operative societies have 
avoided the introduction of a political bias in their institutions. What- 
ever its origins may be, there is a Co-operative Societies Act in almost 
all Latin American countries and it often includes provisions regarding 
the establishment of a government co-operative service and in some 
cases a development fund, which may make a tremendous contribution 
to the planned growth of co-operative institutions. 

The co-operative movement could not be expected to develop 
uniformly in the enormous South American Continent, with its wide 
variety of national conditions and its many countries, between which 
economic relations are sometimes fraught with great difficulties. For 
this reason it is not easy to pick out general trends. 

Few figures were available in 1939. A survey was, however, made b 
the Pan American Union, which published results for 1948 and 1952. 
In addition, the communications to the International Labour Office in 
connection with the preparatory work for the American Technical 
Meeting on Co-operatives held in Mexico in 1955 and for the 1958 
Directory provide data for comparisons which will be based chiefly on 
the survey of 1948 owing to the lack of statistics for 1939. 

Generally speaking the number of co-operative societies, their 
membership, and their funds increased in all the Latin American coun- 
tries listed in the 1958 Directory, but in countries where the movement 
had already long been in existence the increase was not large. On the 
other hand, the number of co-operatives has shown quite a noticeable 
increase in places where the movement did not exist before the Second 
World War. 

Contrary to what is happening in many agricultural countries, 
consumers’ co-operatives have grown considerably. Some of them, 
such as the “ El Hogar Obrero ” co-operative founded in Argentina in 
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1905 (which is at the same time a housing co-operative) go back a very 
long way. In 1952 there were in 14 American countries ! 2,909 consumer 
co-operative societies with 820,000 members, whereas the 3,775 agri- 
cultural co-operatives had only 558,000 members. Membership of such 
consumers’ co-operatives is often restricted since they are set up by 
firms or government departments to meet the needs of their own em- 
ployees and often receive tax or customs exemptions. 

Housing co-operatives have shown a considerable development (416 
societies have a total of 4,000 members). They, too, have often been set 
up by government departments or big firms wishing to provide housing 
for their employees at a reasonable cost. In addition, societies connected 
with workers’ allotment gardens have also been set up, chiefly in Chile. 

There are a great variety of agricultural co-operative societies. 
They may be large ones with a variety of functions which deal with 
all the problems of the community in which they are established, or 
very small ones run by the indigenous population along co-operative 
lines. They may be of a very traditional dorin or, as in Mexico, they 
may be organisations standing midway between state agencies and 
ordinary co-operative societies. In most of the countries under consid- 
eration they are growing steadily and more or less rapidly. A number 
of accidental rather than planned trends emerge when these societies 
are examined. 

In countries where urban areas are growing rapidly, such as Argentina 
or Brazil, co-operatives are mainly engaged in processing agricultural 
produce—milk, wine, cocoa, coffee, etc. This leads to the development 
of dairy co-operatives, which are often very large, and to the erection 
of grain silos and the usual range of processing plants. Purchasing 

oups are also growing up for the purpose of supplying farmers with 
arming goods and commodities, as well as consumer goods. They 
are set up either as separate bodies or frequently as sections of the multi- 
purpose societies already mentioned. At the same time secondary 
organisations are being formed in the usual manner. The list of Brazilian 
unions and federations given in the 1958 Directory provides a picture 
of the present structure of the co-operative movement which is typical 
of that in a large number of countries. 

In other countries land reform has already taken place or is under 
way. To an increasing extent such schemes provide for the establish- 
ment of co-operative societies to help new settlers to improve their yields 
and thus to prevent a fall in productivity as a result of the decrease in 
the size of holdings. Co-operative societies are set up in this case not 
just to process the agricultural produce but also as a means of organising 
work in common. This is the case in Mexico—where the constitution 
of ejidos is a consequence of the land reform carried out in 1910; in 
Costa Rica—where the agricultural co-operative movement was launched 
with the foundation on requisitioned land of the “ La Victoria” co- 
operative society ; in Bolivia and in other countries—where the constitu- 
tion of co-operative societies has been a result of the transformation 
of certain indigenous communities by agrarian reform. This movement 
is continuing as large areas of land are granted to immigrant settlers, 
who immediately set up co-operative societies to meet community 
needs. It should be noted that in 1954 the President of the Republic 
of Colombia announced the preparation of a plan for agrarian reform 


1 Argentina, Brazil, Chile, Colombia, Costa Rica, Cuba, Ecuador, Guatemala, Haiti, 
Honduras, Mexico, Panama, Peru and Uruguay (Pan American Union statistics). 
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and said he intended to embody co-operative features into the national 
system of land use that was being instituted. A development plan was 
prepared and funds were earmarked for its implementation. This is a 
familiar course of action that has been taken by a number of governments 
in the region. 

Handicraft and industrial co-operatives are not common. There are 
some in Mexico, Colombia and Ecuador but they do not seem to have 
grown to any great extent, although the co-operative movement should 
be playing an important part in the field of handicrafts at the present 
time since in many countries it constitutes one of the chief means of 
rehabilitating the craftsmen, especially those who produce typical local 
wares. While free to do their work as they think fit, such craftsmen can 
then have the benefit of services which they could not often obtain 
single handed, such as joint marketing and purchasing. Fishermen’s 
co-operatives are somewhat similar, and the reasons that lead farmers to 
form co-operative societies apply, other things being equal, to fisheries 
and handicrafts as well. The outlook seems to be good for small pro- 
ducers throughout America, whether in fisheries, handicrafts or farming.! 

Credit co-operatives are often financed by central banks, and where 
such banks are active, as in Colombia, Brazil, Argentina, Venezuela and 
Cuba, co-operative societies show satisfactory development ; but their 
work is generally dependent on the government funds made available 
for agriculture, since in this case co-operatives are used as a form of 
credit support. 

Among other types of co-operatives that have already been set up 
or are in process of formation, reference should be made to school co- 
operatives, which are beginning to spread through some countries of 
Latin America, particularly Mexico and Venezuela. Even though their 
economic importance is limited they are of great intrinsic value, because 
of the good influence they can have on the development of the co-opera- 
tive movement. The progress made by Latin American countries in this 
field is particularly valuable. 

The extremely rapid development of the economies of a number of 
Latin American countries affords great possibilities for co-operative 
development. In their present position, it would seem that co-operative 
societies can perform two extremely important tasks : 


(1) They can facilitate changes by providing a flexible framework 
within which small individual producers can adjust to the sudden 
changes resulting from rapid industrialisation. 


(2) They can meet consumers’ requirements by doing away with 
speculation, and by offering them not only staple commodities or goods 
required for their work but also any housing, transport or power they 
may need. So far only rather limited action has been taken to promote 
the development of co-operative societies in most Latin American 
countries. It is essential that when development plans are made a 
place should be kept for the co-operative movement, which should be 
regarded as an important factor in economic and social development. 


(To be continued.) 


1 See Desarrollo del movimiento cooperativo en América, op. cit., pp. 65 ff. 
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Band 7. Frankfurt, Europaische Verlagsanstalt, 1959. xv+-219 pp. 


HANGENBUCH, Walter. Social Economics. Digswell Place, Welwyn, 
Hertfordshire, James Nisbet & Company; Cambridge, University 
Press, 1958. xvi+320 pp. 12s. 6d. 


HazLewoop, Arthur. The Economics of “ Under-developed” Areas. An 
Annotated Reading List of Books, Articles, and Official Publications. 
Published for the Institute of Commonwealth Studies. London, Oxford 
University Press, 1959. xii+-156 pp. 8s. 6d 


INSTITUT D’ADMINISTRATION DES ENTREPRISES, RENNES, avec le concours 
du CoMMISSARIAT GENERAL A LA PRODUCTIVITE, France. Le financement 
des petites et moyennes entreprises. Journées d’études des 7 et 8 décem- 
bre 1956. Préface de Gabriel ARDANT. Bibliothéque d’administration 
des entreprises, Collection des centres universitaires d’administration 
des entreprises. Rennes, Centre régional d’études et de formation 
économiques, 1958. 237 pp. 

This work, with a foreword by Mr. G. Ardant, French Commissioner- 
General for Productivity, is a record of the lectures and discussions which 
took place at a seminar on the financing of small and medium-sized under- 
takings in France, held at Rennes on 7 and 8 December 1956 under the 
auspices of the Institute of Business Management of that city. The lectures, 
which were sponsored by the University of Rennes, in co-operation with 
the Commissioner-General for Productivity, dealt with the technical and 
political problems involved in the management of small and medium- 
sized undertakings from the particular point of view of increased pro- 
ductivity and the development of such undertakings within the framework 
of the Brittany regional economic expansion programme. 

Credit facilities, as an important factor of such development, were 
the main subject of the lectures and discussions. Specifically, the following 
aspects were dealt with : financial structure of the undertaking and short- 
term financing ; financial programming ; loan guarantees ; contribution of 
banks and regional development societies to regional economic expansion ; 
control exercised by public establishments with respect to medium-term 
loans ; special features of loans granted by the National Public Contracts 
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Fund ; and the Economic and Social Development Fund, productivity 
loans, and the Industrial Conversion and Decentralisation Fund. The 
work is supplemented by several appendices, namely a list of the various 
types of guarantees for short and medium-term bank loans ; a synopsis of 
the different kinds of credit operations ; and a standard list of criteria to 
be applied to undertakings in connection with the granting and control of 
loans. 

The above titles give a clear picture of the subjects discussed. While 
both the lectures and the discussions were concerned specifically with the 
problems of France and particularly Brittany, the principles concerning 
the management of small or medium-sized undertakings and the advantages 
and disadvantages of short, medium or long-term loans are applicable to 
all countries and all industries. 


MEXKYHAPOJHBIX OTHOWEHHH. Bonpocet akoHOMUKU cmpaH 
JOKTOPa HayK mpodeccopa K. M. Tonosa. 
Moscow, HUsaatenpctBo MMO, 1958. 215 pp. 7.80 roubles. 

Economic problems in Oriental countries. A series of articles edited by 

K. M. Popov, Professor of Economics. Rich bibliography of English, French, 

German, Russian, and other works. 


Ktoss, Rudolf, and Voact, Kurt. Zum System und zur Methodik der operativen 
Planung in den volkseigenen Industriebetrieben. Diskussionsbeitrage zu 
Wirtschaftsfragen. Berlin, Verlag Die Wirtschaft, 1958. 90 pp.+-graphs. 
5.50 marks, 


LAAKKONEN, Vesa. The Worker and the Technical Change. A Summary from 
Tyéntekija ja teknillinen uudistus, by the same author. Reprint Series B, 
No. 2, Institute of Social Policy. Helsinki, University, Institute of 
Social Policy, 1958. 14 pp. 


Mayntz, Renate. Soziale Schichtung und sozialer Wandel in einer Industrie- 
gemeinde. Eine soziologische Untersuchung der Stadt Euskirchen. 
Schriftenreihe des UNESCO-Institutes fiir Sozialwissenschaften K6ln, 
Band 6. Stuttgart, Ferdinand Enke Verlag, 1958. ix+281 pp. 


MINISTRY OF RECONSTRUCTION, Republic of Korea. Development of the 
Korean Economy, 1958. Seoul, 1958. 112 pp. 


NATIONAL SCIENCE FouNnDATION, United States. Proceedings of a Conference 
on Research and Development and Its Impact on the Economy. Washington, 
1958. vi+223 pp. $1.25. 


Omapos, A. B 6ope6e 3a nosviuenue mpyda. Moscow, 

BLICNC, 1958. 89 pp. 1.35 roubles. 

A pamphlet by A. Omaroy describing the efforts of the staff of the 
Dynamo electrical engineering works in Moscow to increase productivity. 
The various factors which affect productivity, i.e. technological progress, 
organisation of production, improved skills, etc., are discussed in turn. 


Perer, Wilhelm, Die Entwiirfe eines internationalen Abkommens tiber den 
Leistungsschutz dey ausiibenden Kiinstler, der Hersteller von Schalitrdégern 
und dey Sendegesellschaften. Mit deutschsprachigen Texten. Schriften- 
reihe der UFITA, Heft 8. Baden-Baden, Verlag fiir angewandte Wissen- 
schaften, 1958. 102 pp. 


T]po6aemet pazssumus akonomuku Kumaticxoti Pecny6auku. Moscow, 
H34aTebCTBO NOMMTHYeCKOH NMTepatypbl, 1958. 534 pp. 
11.50 roubles. 


Problems of economic development in the Chinese People’s Republic. 


PROFIT SHARING RESEARCH FOUNDATION. Introduction Material for Teach- 
ing Profit Sharing at the University Level. Compiled by J. J. JEHRING. 
Evanston, Illinois, 1958. vi+58 pp. $2. 
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Rice, A. K. Productivity and Social Organisation : The Ahmedabad Experi- 
ment. Technical Innovation, Work Organization and Management. 
London, Tavistock Publications, 1958. xiii+298 pp. 


This is a report of operational research carried out by the Tavistock 
Institute of Human Relations in collaboration with a cotton textile mill—the 
Calico Mills—in India. The research was concerned with the interaction of 
social and technological change, and is based on the principle that techno- 
logical change always involves changes in social organisation which require 
careful preparation. 

The report is in six parts. Part I gives details of the project, and back- 
ground information concerning the mill in its geographical and industrial 
setting. A brief explanation of the concepts and assumptions that were 
used to analyse the Bem agree encountered in the mill is given in Part II. 
The third, fourth and fifth parts describe successively the three main prob- 
lems dealt with: the reorganisation of an automatic weaving shed and the 
social reorganisation of a technologically disturbed production system; the 
reorganisation of a non-automatic weaving shed and the creation of a new 
socio-technical system; and the reorganisation of a traditional management 
structure to one more suited to an expanding industrial undertaking. In 
the sixth and final part some general applications of the findings of these 
experiments in the mill are given. The experiments emphasise in particular 
the need for providing more opportunities for effective task performance 
and for the building up of stable and secure small work-group relationships 
than those existing in the conventional arrangements of work both in the 
automatic and non-automatic weaving sheds. 


Romus, Paul. Expansion économique régionale et Communauté européenne. 
Aspects européens. Collection d’études relatives a l’intégration européenne, 
publiée sous les auspices du Conseil de |’Europe, Série B, Etudes écono- 
miques, No. 2. Leyden, A. W. Sythoff, 1958. 563 pp+maps and graphs. 

18.75 florins. 


RotrorrF, Virgil H. Work Measurement. Reinhold Management Science 
Series. New York, Reinhold Publishing Corporation, 1959. 203 pp. 


UNIVERSIDAD NACIONAL, ESCUELA NACIONAL DE Economfa, Mexico. La 
industria petrolera mexicana. Conferencias en conmemoracién del XX 
aniversario de la expropiacién. Por Ricardo Torres GaiTAN, Miguel 
MANTEROLA, etc. Mexico City, 1958. xv-+117 pp. 


Statistics. 


JI. M. Cmamucmuka u eonpocet naaHuposanua,. 

Moscow, TocctatusfatT, 1958. 275 pp. 10.95 roubles. 

The February 1957 Plenum of the Central Committee of the Communist 
Party of the Soviet Union, and the 7th Session of the Supreme Soviet, made 
a number of decisions affecting the organisation of industry and construction, 
and the centralisation of statistics of industry and capital formation, This 
volume by L. M. Volodarsky discusses the relation of statistics to industrial 
planning, with particular reference to changes in both the institutional and 
theoretical aspects of industrial statistics brought about by decisions of the 
Party and the Supreme Soviet. 


Industrial Relations; Employers’ and Workers’ Organisations. 


CHAMBERLAIN, Neil W. Labor. New York, Toronto, London, McGraw- 
Hill Book Company, 1958. viii+-625 pp. 54s. 6d. 


CREMER, Raymond. Le syndicalisme, son action institutionnelle et son influence 
sur notre droit positif. Louvain, Editions de la Société d’études morales, 
sociales et juridiques ; Brussels, Institut de documentation, 1958. 198 pp. 

140 Belgian francs. 
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Written by a senior official of the Belgian Ministry of Labour and Social 
Welfare, this book is an interesting analysis of the part played by trade 
unionism in Belgian social, economic an” political life over the past century 
and particularly during the last 50 years. The author describes the growth 
of the Belgian trade union movement in relation to historical and social 
circumstances and shows how its interests and operations have progressively 
broadened. 

In the first part, which deals with trade unionism and social life, the 
author makes a rapid survey of the evolution of industrial relations from the 
French Revolution to modern times before going on to describe the origins 
and development of the joint industrial boards which are the chief means by 
which the unions make their influence felt in social matters. He shows 
how this influence is wielded within the statutory framework of the joint 
boards, e.g. by discussions on general conditions of work, assistance to the 
government in drafting and implementing social legislation and the preven- 
tion or conciliation of disputes. He ends this part by analysing recent trends 
in industrial relations and calls attention to “ the increasingly widespread 
tendency for workers and employers to negotiate directly with each other, 
by-passing the machinery set up for this purpose” particularly on such 
major general issues as productivity. 

This leads the author to the second part of his book, which deals with 
trade unionism in relation to two economic questions—sharing out the cake 
and raising industrial productivity. 

In the last part he discusses the extent to which trade unionism is also a 

“ political force”. In this field “ trade unions normally work indirectly and 
try as a rule to bring their influence to bear on the public authorities at the 
level where decisions are made”. But they also have a voice in political 
life through “ joint management, policy-making or advisory bodies which 
are responsible for important public interests ” 

Without trying to forecast the future development of the movement the 
author in his conclusion emphasises the vital task of trade union leadership 
on which falls “ the very heavy responsibility of reconciling economic and 
social rights with the liberties of the individual and the community ” 

There is an interesting bibliography. 


Donato, Messias Pereira. O movimento sindical operdrio no regime capita- 
lista. Estudos sociais e — Universidade de Minas Gerais. Rio 
de Janeiro, Revista brasileira de estudos politicos, 1959. 134 pp. 


FEDERATION DES INDUSTRIES BELGES. Conseils d’entreprise et comités de 
sécurité et d’hygiéne. Brussels, Fédération des industries belges, 1958. 
210 pp. 90 Beigian francs. 


GALLART Fotcu, Alejandro. El sindicalismo como fendmeno social y como 
problema juridico. Buenos Aires. Victor P. de Zavalia, 1957. 231 pp. 


This book surveys the sociological and legal aspects of trade unionism. 
The author recalls that the modern working-class movement began during 
the industrial revolution at a time when philosophical and economic thought 
advocated unlimited freedom for the individual. As a result, trade combina- 
tions were at first persecuted although later they were tolerated and ended 
by being recognised by the law. 

The author argues that joint action by a group of wage earners to safe- 
guard their economic interests may curtail the individual’s freedom to work. 
This is true for example of union security clauses (e.g. the closed shop, 
union shop, etc.), which are recognised by law in some countries. 

After analysing the social causes of trade unionism, Gallart Folch points 
out that unions have two standing objectives: one—short term—is to 
extract better conditions from the employers (usually nowadays by means 
of collective agreements) ; the other—long term—is to transform the 
economic and social structure. The author discusses the different approaches 
(socialist, communist or Christian depending on their political, economic or 
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religious leanings) adopted by the trade unions in the second case, and he 
comments on the distinctive position of the United States’ trade unions, 
whose preoccupation with “ bread-and-butter ” issues is explained by “ the 
special demographic and economic circumstances which governed the 
emergence and growth of the working-class movement in North America ” 

In the author’s view one of the most characteristic features of the trade 
union movement is its class bias “ which logically presupposes recognition 
of divergences and possible conflicts of interests and aims between different 
social ”. This, however, does not mean that trade unionism is 
identified with the class war or the destruction of the opposing class. 

The multiplication of trade unions—another characteristic feature of the 
movement—is the outcome of their own long-term aim of transforming 
the economic and social structure and their ideological differences as to the 
best way of achieving it. The author notes that, apart from the United 
States and Western Germany, the working-class movements in the liberal 
world have given their support to various ideologies. Taking this point a 
stage further he analyses the legal position of trade unionism with reference 
to freedom of association and argues that this multiplicity of organisations 
implies that the individual is entitled to choose between them or to stay 
out altogether. There is a clear relation between this aspect and the union 
security clauses referred to earlier. As regards trade union unity, which is 
closely bound up with the effectiveness of working-class action, the author 
asserts that “ it must be settled freely between the unions themselves ” and 
does not justify legislative or administrative action by the State. 

The chapter on freedom of association is unquestionably one of the most 
interesting in the book. In his conclusion the author criticises the attitude of 
those who interfere with this freedom in the interests of the State, while at 
the same time he rejects the idea of “ trade union sovereignty ” as implyi ng 
an authority above the law. Either of these conflicting viewpoints woul 
lead to a legal dualism which would imply “ the failure of the law as a 
formula for living together in society ”. 

The following chapters deal with strikes and the law, collective agree- 
ments and the legal and political implications of trade unionism. The 
author reviews the problems created by the political direction taken by the 
working-class movement and its incorporation in the structure of the State, 
combining active co-operation with freedom to run its own affairs. 


Karsu, Bernard. Diary Urbana, University of Illinois Press, 
1958. xiii+180 pp. $3.5 


RATIONALISIERUNGS-KURATORIUM DER DEUTSCHEN WIRTSCHAFT, RKW- 
Auslandsdienst. Die gewerkschaftliche Bildungsarbeit in USA. Zwei 
Berichte iiber Studienreisen deutscher Gewerkschaftsvertreter in den 
Vereinigten Staaten von Nordamerika, Heft 78. Munich, Carl Hanser 
Verlag, 1958. 116 pp. 10 marks. 


— Unternehmerisches Handeln und Ausbildung fiir die Unternehmensfihrung. 
Ein zusammengefasster Bericht junger Unternehmer aus Berlin und Ober- 
franken iiber Studienreisen in den Vereinigten Staaten von Amerika. Von 
Giinter Rui. Heft 85. Summary in English. Munich, Carl Hanser 
Verlag, 1958. 56 pp. 


SEPPANEN, Paavo. Dual Allegiance of Workers to Company and Union. 
A Summary from Tehdas ja ammattiyhdistys, by the same author. 
Reprint Series B, No. 3, Institute of Social Policy. Helsinki, University, 
Institute of Social Policy, 1958. 8 pp. 


Soman, R. J. Peaceful Industrial Relations : Their Science and Technique. 
Ahmedabad, Navajivan Publishing House, 1957. xv +380 pp. 4 rupees. 
The influence exercised by Mahatma Gandhi on the political evolution 

of India is well known; but he exercised an equally dominant influence over 

the pattern of industrial relations in India. This study of industrial relations 
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from the point of view of the principles and practices advocated by him 
is therefore of particular interest, especially as the present policy of both 
the Government of India and the leading trade union federation in India 
is based on them. The study is in two parts: in the first some of Gandhi's 
fundamental concepts are explained against the background of the problem 
of industrial relations ; the second part gives a short history of the Textile 
Labour Association in Ahmedabad (which Gandhi founded), and a review 
of the awards, opinions or directions issued by the Arbitration Board which 
has constituted the distinctive feature of industrial relations in Ahmedabad 
during the past few years. The author considers the development of indus- 
trial relations in Ahmedabad as a highly successful application of the peaceful 
technique of the settlement of industrial disputes along idealistic lines, 
which Gandhi so consistently emphasised. 

The term “ industrial relations ” is used by the author to denote the whole 
range of attitudes and approaches of the employers and employees towards 
each other, including personal relations and such matters as selection and 
placement of workers, although, in the description of the evolution of indus- 
trial relations in Ahmedabad in the second part of the study, attention is 
mostly concentrated on the collective relations between the employers’ and 
workers’ organisations. After the problem of industrial relations has been 
described from this broad angle (in Chapter I), Gandhi’s fundamental 
principles are discussed in the next three chapters. This discussion brings 
out that in politics and economics, as well as in social and religious matters, 
he laid emphasis on the same basic ideas, and advocated co-operation and 
harmonious relations between different sections and classes of society as 
opposed to conflict and strife. The technique of action which he developed, 
and which he claimed was based on truth and non-violence, was intended 
to remove the wrong by bringing about a change of heart of the wrongdoer. 
He always insisted upon this change of heart or the regeneration of the 
individual as a requisite of social regeneration. As the author notes, in this 

eneral outlook Gandhi was influenced by Ruskin, and by Tolstoy, who 

| al him with a reasoned basis for his non-violence. The Gandhian 
way is thus based on some of Ruskin’s teachings, namely that the good 
of the individual is contained in the good of all, that all occupations are of 
equal importance and that the life of the agriculturist and the worker is 
the best of all. 

The rest of the chapters in the first part are devoted to a discursive 
discussion covering the development of Indian trade unionism, Gandhi's 
ideas concerning the lines on which trade unions in India should be organised ; 
his view of the duties and responsibilities of labour, capital and the State ; 
his activities in the ideological, social, political and economic fields with 
a view to promoting peace in society as a whole ; an examination of the 
different systems of economy and the elaboration of the Gandhian theory 
of trusteeship according to which both capital and labour should consider 
themselves as trustees in the interests of the consumer ; a review of the 

ychological approach to industrial relations ; and a brief account of the 
egislation relating to industrial disputes in India. 

The main elements of the principles evolved by Gandhi in the field of 
industrial relations are briefly non-violence, arbitration of industrial dis- 
putes, joint trusteeship of management and labour, increasing participation 
of workers in management, and emphasis on a reform programme which 
should provide improved education, housing, health, credit and other 
benefits. The impact of these ideas on the actual development of industrial 
relations in Ahmedabad as given in the second part of the study is seen 
mainly in the early years when Gandhi led the textile workers in a fight 
against millowners on a highly moral plane, in the building up of a system 
of arbitration of industrial disputes, and in the development of an extremely 


1On the same subject see the article of which the first part was published in the 
April 1959 number of the International Labour Review under the title “ The Ahmedabad 
Experiment in Labour-Management Relations”. The second part of the article appears 
in the present number. 
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efficient and strong trade union, which, because of its anxiety to redress 
grievances of its members, and of its extensive cultural and social activities, 
has been able to gain the support of workers as no other trade union in 
India has been able to do so far. 


Management. 


A..usson, R. Les organigrammes. Paris, Editions de l’entreprise moderne, 
1958. 107 pp. 1,350 francs. 


AMERICAN MANAGEMENT ASSOCIATION. The Dynamics of Management. 
Executive Thought and Action in a Changing World. A.M.A. Manage- 
ment Report No. 14. New York, 1958. 139 pp. $3.75. 

The purpose of this report is to indicate the general nature of the changes 
taking place in the economic, social and political patterns of the United 
States environment. It is a collection of papers originally presented at the 
American Management Association West Coast General Management 
Conference in January 1958. The various papers were written by leading 
business men and other higher officials of American industrial and commer- 
cial undertakings. 


ASSOCIATION FRANCAISE DES CONSEILS EN ORGANISATION SCIENTIFIQUE. 
Les ratios, outils de gestion. Etude introductive y les conseils en orga- 
nisation. Préface de Gabriel ARDANT. Paris, Les Editions d’organisation, 
1958, 135 pp. 930 francs. 


Hostett, Schuyler Dean (editor). Les aspects humains de la direction des 
entreprises. Textes traduits par L. Maury, de l’ouvrage Human Factors 
in Management (New York, Harper & Brothers). Paris, Dunod, 1959. 
xvi+276 pp. 


RATIONALISIERUNGS-KURATORIUM DER DEUTSCHEN WIRTSCHAFT RKW- 
Auslandsdienst. Férderung und Einsatz von Fiihrungskraften. Bericht 
einer deutschen Studiengruppe tiber die Praxis in amerikanischen Betrieben. 
Summary in English. Heft 89. Munich, Carl Hanser Verlag, 1958. 
56 pp. 6 marks. 


REDFIELD, Charles E. Communication in Management. The Theory and 
Practice of Administrative Communication. Revised edition. Chicago, 
University of Chicago Press, 1958. xiv+314 pp. $5. 


Manpower. 


Botte, Karl Martin. Sozialer Aufstieg. Eine Untersuchung tiber Berufs- 
prestige und Berufsmobilitat. Stuttgart, Ferdinand Enke Verlag, 1959. 
1x+253 pp. 28 marks. 


CONFERENCE ON THE ROLE OF THE ENGINEER-SCIENTIST IN AMERICA. 
Selected Papers Given at the Conference on the Role of the Engineer-Scientist 
in America, Michigan State University, April 25-26, 1958. East Lansing, 
Labor and Industrial Relations Center, Michigan State University, 1958. 
ii+68 pp. $1. 


Crook, G. Hamilton, and Hernster1n, Martin. The Older Worker in Industry. 
A Study of the Attitudes of Industrial Workers Toward Aging and Retire- 
ment. Berkeley, Institute of Industrial Relations, University of Cali- 
fornia, 1958. vi+143 pp. $2. 

This study is based primarily on a sample survey of 846 industrial workers 
in the San Francisco and Los Angeles areas, conducted in 1952-54. The 
workers were interviewed at the establishments where they were employed 
during working hours. In addition a test which had been designed to measure 
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physiological age was administered to the workers in the sample. The 
immediate supervisor of each worker was asked to fill out a form providing 
information concerning the worker’s performance on the job and a rating of 
his “ over-all value to the company ”. The supervisor was himself inter- 
viewed to permit evaluation of his attitudes in relation to those of the 
workers under him. He also made a rating of the age group into which he 
considered each worker to fall. 

A number of additional items of information concerning the company 
and the workers in the sample were obtained from company personnel and 
records. A small sample of retired workers formerly employed by the same 
or similar companies were also interviewed for comparison with the employed 
workers in attitudes toward work, age and retirement. 

The most significant findings have to do with attitudes toward retirement. 
The closer the industrial workers interviewed came to the age of retirement, 
the less they welcomed the prospect. Despite the imminence of retirement for 
the older workers, their retirement plans tended to be no more definite or 
realistic than those of the younger workers, Moreover, they attached 
greater relative importance to job security than young workers, and a large 
number expressed a liking for routine work, though this tendency was 
considerably more pronounced among the women than among the men. 

The authors, while stressing that the results of their survey reflect 
attitudes of industrial workers only and more particularly of factory workers, 
feel that their findings may have certain implications for hiring and retire- 
ment policies, although further research is needed on the interrelationships 
of chronological, physiological and psychological aging. In particular, they 
suggest the need for a reappraisal of rigid age specifications in hiring, and 
of compulsory retirement policies. This, however, raises the whole problem 
of developing objective criteria for distinguishing between older employees 
who ought to be retired and those who would be capable of continuing in 
employment satisfactorily. Some suggestions are made in this respect in 
an appendix concerning the development of indices of aging. 


GEIJER, Lennart, and Scumipt, Folke. Arbetsgivare och fackféreningsledare 
i domarsdte. En studie i rattsbildningen pa arbetsmarknaden. Lund, 
Carl Bloms Boktryckeri A.-B., 1958. 404 pp. 27 crowns. 


HuGHEs, Everett C., HuGues, Helen MacGill, and DruTsSCHER, Irwin. 
Twenty Thousand Nurses Tell Their Story. A report on studies of nursing 
functions sponsored by the American Nurses’ Association. Foreword by 
Agnes OuLsoN. Philadelphia, Montreal, J. B. Lippincott Company, 1958. 
xi+ 280 pp. 

This volume reports the basic findings of a series of studies of nursing 
functions undertaken by the American Nurses’ Association over a period of 
approximately five years, in the course of which more than 30 projects were 
completed. Bringing together the main results it covers many important 
aspects of the nursing profession and provides valuable information relating 
to the problems faced by nurses in the United States. The book deals succes- 
sively with the social origins and social mobility of nurses and their personal 
characteristics ; the recruitment characteristics, attitudes and expectations 
of student nurses ; the duties and functions of institutional and non-institu- 
tional nurses and the various nursing specialties ; the way in which a nurse’s 
work time is spent and the tasks performed (about half the studies are con- 
centrated on this problem); nurses in relation to others—e.g. patients, 
doctors, auxiliary personnel, the public ; rewards for nursing service in terms 
of satisfaction and achievement; professional status; and careers and 
marriage. The data made available through these studies will be of interest 
to many agencies and groups throughout the world and not least to the 
nursing profession itself in all countries. 


Lone, Clarence D. The Labor Force under Changing Income and Employ- 
ment. A Study by the National Bureau of Economic Research, New York. 
Princeton, Princeton University Press, 1958. xxiv+440 pp. $10. 
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UNIVERSITE LIBRE DE BRUXELLES, INSTITUT DE SOCIOLOGIE SOLvay. 

Bruxelles et son agglomération. Par G. de GREEF, W. de GrIJsE, 

G. JACQUES-JEHIN et A. LIEBMANN-WaAysBLATT. Introduction par 

Max GotTTscHALK. Etudes sur le chémage, No. 3. Brussels, 1958. 

174 pp. 170 Belgian francs. 

This work contains the results of a comprehensive survey on unemploy- 
ment in the Brussels area conducted by the Solvay Institute of Sociology. 
The survey was begun in 1953 and covered a period of one-and-a-half years, 
during which a phase of unemployment was followed by one of comparative 
economic recovery accompanied by a fall in the unemployment figure. 
Nearly 2,000 unemployed workers were interviewed. The 19 communes in 
the Greater Brussels area were systematically visited by the survey staff. 
The interviews were based on a questionnaire covering the following points, 
among others : education, vocational training, conditions of work in the last 
job held, and reason for dismissal. Another part of the questionnaire dealt 
with the search for a new job, including the difficulties met, the influence of 
the individual’s way of life, etc. Moreover, the Centre made an inquiry into 
the difficulties experienced in the industries most hard hit by unemployment 
in the Brussels area, i.e. clothing, construction, food, leather and pelts. In 
addition to the data collected through the interviews the report describes 
some of the measures taken by the authorities and the employment service 
for the placement and vocational rehabilitation of the unemployed. Based 
on the results of the survey, certain improvements in the vocational 
rehabilitation system are suggested. 

The conclusions stress the distinctive features of unemployment in the 
Brussels area, which is due largely to an influx of manpower from the 
provinces and to the haphazard distribution of industrial investment through- 
out the national territory, resulting in the stagnation of many areas and 
compelling their inhabitants to look for work in Brussels. The authors 
conclude by advocating credit and investment policies aimed at a geo- 
graphical rationalisation of the Belgian economy, including the utilisation of 
local labour within the framework of regional economic development plans. 


Migrations, 


HARKER VALDIVIESO, Roberto. Inmigracién y colonizacién. Bucaramanga 
(Colombia), Imprenta del Departamento, 1958. 162 pp. 


INSTITUTE OF IBERO-AMERICAN STUDIES, CATHOLIC UNIVERSITY OF AMERICA. 
The Migration of Peoples to Latin America. Proceedings of the Conference 
on the Migration of Peoples to Latin America, Held under the Auspices of 
the Institute of Ibero-American Studies, April 27 and 28, 1956. Edited by 
Margaret Bates. Washington, 1957. ix+113 pp. 


Vocational Guidance and Training; Rehabilitation. 


CENTRAL YOUTH EMPLOYMENT EXECUTIVE. Careers Guide. Opportunities 
in the Professions and in Business Management. London, H.M. Stationery 
Office, 1958. 136 pp. 3s. 6d. 


IsTITUTO STATALE DI TIFLOLOGIA PROFESSIONALE DELL’ISTITUTO STATALE 
DI IsTRUZIONE PROFESSIONALE PER I CIECHI. Convegno nazionale di 
studi sui problemi educativi degli ambliopi, Firenze, 1957. Rapporti. 
Florence, 1957. xcii+236 pp. 


Jounston, Ruth V. Personnel Program Guide for Nursing Education and 
Nursing Service Agencies. Philadelphia and London, W. B. Saunders 
Company, 1958. ix-+137 pp. 

A guide intended for the use of persons in charge of nursing personnel 
and aimed at developing more effectively the potential of student and staff 
nurses in their respective roles. 
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Joint CoMMITTEE ON ATOMIC ENERGY, UNITED STATES CoNGRESS. Develop- 
ment of Scientific, Engineering, and Other Professional Manpower (with 
Emphasis on the Role of the Federal Government). Washington, 1957. 
ix+172 pp. 


Conditions of Work. 


Maxkapos, H. H. cnpasowiuk, paspabomKa 
u npumenenue (B nomow npogicow3Homy axmuey). Moscow, 
BLICIIC, Mpodusaat, 1958. 93 pp. 1.40 roubles. 

Manual of wage rates and skills with details of their calculation and 
operation, by N. N. Makarov. 


Copeta CCCP no BonPocaM TPYJA 3APABOTHOM Vayauie- 
Hue 3apabomHoll naamel HOpMuposaHUuA mpyda. Onem 
74 3460006. Moscow, Hay4Ho- 
TEXHH4ECKOE 1958. 126 pp. 
5.15 roubles. 

A collection of nine articles by different authors on the results obtained 
through the introduction of new wage rates and schedules in 14 Soviet 
engineering construction undertakings, published by the Institute for 
Scientific Labour Research. 


Meryxos, [. A. Tapudxaa cucmema 3apabomxoli naamw pabowux (B nomoujd 
npodcow3Hem pabomxukam). Moscow, BLICIIC, Ipodusgar, 
1958. 94 pp. 1.40 roubles. 

The purpose of this pamphlet by G. A. Petukhov is to explain various 
factors which enter into the system of wage determination in the Soviet 
Union, and to define the basic principles which govern the fixing of wage 
rates and wage schedule coefficients. 


SAyYLEs, Leonard R. Behavior of Industrial Work Groups. Prediction and 
Control. New York, John Wiley & Sons; London, Chapman & Hall, 
1958. viii+182 pp. $4.75. 


Social Security; Public Health. 


Aye, Hans Adolf. Fiihrer durch die Sozialversicherung und Arbettslosen- 
versicherung. Zweite vodllig neu bearbeitete Auflage. Baden-Baden, 
Frankfurt-on-Main, Verlag August Lutzeyer, 1958. 120 pp. 


Bipart Campos, German José. El régimen nacional de previsidn social 
(el decreto-ley 9316/46 y la ley 14370). Prélogo de Mario DEVEALI. 
Buenos Aires, Editorial Alfa, 1958. 145 pp. 


CaMPOPIANO, Renato. La previdenza sociale. Manuale delle assicurazioni 
sociali obbligatorie degli assegni familiari e delle altre forme di previ- 
denza ed assistenza gestite dall’ Istituto Nazionale della Previdenza 
Sociale. Settima edizione. Rome, Tipografia Operaia Romana, 1958. 
592 pp. 2,300 liras. 


Kapabaes, B. B. and Hukutuncknii, B. WU. Tpydoeoii padowux u cay- 
eaux. Moscow, Tocwpus3yzat, 1957, 94 pp. 1.20 roubles. 
Qualifying periods of employment of workers and employees for social 
security purposes, by V. V. Karabaev and V. I. Nikitinsky. 


Jlykpanos, B. C. 300po06ve, doazoaemue. Tpetbe, 
nepepaOotaHHoe C K. M. Moscow, 
NHTepatypbl, 1958. 358 pp. 
7.60 roubles. 


Health, capacity for work and longevity, by V. S. Lukyanov. 
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Maunz, Th., and Scurart, H. Das Selbstverwaltungsrecht der Sozial- 
versicherung, unter besonderer Beriicksichtigung der grundlegenden Sozial- 
versicherungsgesetze. Kommentar herausgegeben von Th. Maunz und 
H. ScuraFt, unter Mitwirkung von K. Dousrawa, etc. Berlin, Erich 
Schmidt Verlag, 1958. Looseleaf. 


ORGANIZACION IBEROAMERICANA DE SEGURIDAD SociaL. Memoria de la 
Secretaria General e informe de la Presidencia al III Congreso Ibero- 
americano de Seguridad Social, Quito, Noviembre 1958. Madrid, 1958. 


84 pp. 


La profession d’infirmiére en France. Etude publiée par la Revue de l’infir- 
miére et de l’assistante sociale. Paris, Expansion scientifique frangaise, 
1959. 306 pp. 

A booklet intended for persons either interested or active in nursing 
work and for supervisors of nursing personnel. The first part contains a 
general study of the nursing profession in France, including the relevant 
statutory provisions (the main texts are reproduced, with explanations 
where necessary) and the organisation of the profession. The second part 
contains practical data, lists of addresses and a brief bibliography. 


Living Conditions; Workers’ Education. 


CENTRE PERMANENT DE DEFENSE DE L’ECOLE PUBLIQUE. La démocratisation 
de l’enseignement supérieur (Journée d’étude organisée le 22 mars 1958). 
Par V. CrRaBBE, L. de BRouCKERE, R. EVALENKOo, etc. Avant-propos 
de J. Bracops. Brussels, 1958. 86 pp. 


DEUTSCHES JUGENDARCHIV, MUNCHEN. Bibliographie des deutschsprachigen 
Schrifttums auf den Gebieten der Jugendpflege und Jugendfirsorge. 
Folge 4. Die Jahre 1955/57. Munich, 1958. 68 pp. 5 marks. 


INTERNATIONAL CONFEDERATION OF FREE TRADE Unions. Education, 
the Key to Labour Progress. A Survey of Trade Union Education, Past, 
Present and Future, 1958 International Seminar, Oberursel/Brussels. 
Brussels, 1958. 51 pp. 50 cents; 4s.; 210 French francs. 


T. M. ypoBua paboueeo Kaacca. 
Kharkov, Xappkosckoe OOnacTHoe 1957. 230 pp. 5.85 roubles. 


The raising of the cultural and technical standards of the working class, 
by G. M. Okladnoy. 


SEMAINES SOCIALES DE FRANCE. L’enseignement, probléme social. Compte 
vendu in extenso de la 45 session des Semaines sociales de France, 
Versailles, 1958. Paris, Chronique sociale de France, 1958. 418 pp. 


Agriculture. 


AGRARSOZIALE GESELLSCHAFT E.V., GOTTINGEN. Kommunalverwaltung 
und Dorfgemeinschaft. Mit Beitragen von H. G. Wormit, H. EBNER, 
C. REINHARD, I. A. BAKKER, G. Baur. Hanover, Verlag M. & H. 
Schaper, 1958. 51 pp. 4.80 marks. 


— Verbesserung der Agrarstruktur und Ortsplanung. Mit Beitragen von 
Tassilo TR6sCHER, Max GUTHER, Georg MULLER. Schriftenreihe fiir 
landliche Sozialfragen, Heft 25. Hanover, Verlag M. & H. Schaper, 
1958. 37 pp. 4.70 marks. 


Harpury, C. D., assisted by Smitu, A. D. The Industrial Efficiency of Rural 
Labour. Cardiff, University of Wales Press, 1958. ix+228 pp. 35s. 


Growing attention has recently been paid in many countries to integrated 
programmes of economic and social development of low-income agricultural 
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areas, comprising not only measures to improve agriculture and related 
activities but attempts to set up or expand industries in depressed rural 
areas in order to increase employment opportunities for underemployed 
rural labour, to bring about a more diversified economic and social structure 
and thus more effectively to raise productivity, income and living standards 
and to check excessive emigration. 

Various measures have been taken to induce manufacturers to open 
factories in rural and development areas. That they have not always led 
to the desired results may be traced to a variety of reasons, among which 
the scepticism of manufacturers as to the quality of rural labour and its 
suitability for factory employment has been a major factor. On this subject, 
however, there exists little objective factual information. 

This investigation attempts to fill the gap by a systematic case study 
of labour efficiency in areas lacking industrial experience. It is based on 
direct comparisons of labour efficiency on 27 carefully matched processes 
in 25 factories in rural, industrial and development areas in England and 
Wales. Altogether more than 400 employees were included in the compara- 
tive analysis. Though the author admits that the selection of firms was not 
fully representative and the criteria employed were only rough indicators, 
the results nevertheless provided some interesting and useful indications. 

The comparisons show no particular superiority in labour efficiency 
between the three areas, and in at least half the processes investigated rural 
workers seemed capable of quite as good a performance as their counterparts 
in industrial areas, even sometimes with lower financial incentives and 
longer hours of work. 

As concerns labour turnover the study observes that, apart from the 
first few years of operation, turnover rates of rural male workers were not 
higher than those of industrial labour, while those of rural female workers 
appeared to be lower. 

Most processes included in the study are of a manual and semi-manual 
repetitive nature and comparisons of operations requiring a higher degree 
of skill are too few to allow general conclusions. In some of them, however, 
rural workers appeared to perform as well as industrial workers. 

Only little information could be obtained on relative periods required 
for training. There were indications that rural apprentices were, on the 
average, quite as quick as their industrial counterparts, and examination 
results showed no notable difference between the aptitudes of workers in 
rural, industrial and development areas. Nevertheless, a number of manu- 
facturers expressed a certain apprehension concerning the period required 
for training of rural workers in view of their lower educational standards 
and the lack of an industrial background. 


QuanTeE, Peter. Die Abwanderung aus der Landwirtschaft. Forschungs- 
berichte des Instituts fiir Weltwirtschaft an der Universitat Kiel, No. 48, 
Kieler Studien. Kiel, Universitat, 1958. v+221 pp. 18 marks. 


Accelerated rates of movement out of agriculture, a common feature 
of most of the advanced countries in process of rapid industrial expansion, 
have given fresh impetus to the perennial discussions of the “ rural exodus ” 
Though it appears that the subject is more objectively approached to-day 
than it was in former times, there is still an obvious need to have more 
detailed statistical information on the ever-changing background of rural 
migrations and their various social and economic implications on the economy 
as a whole and on its different sectors. Only if enough factual material is 
available will it be possible to arrive at well-founded conclusions and to take 
sound remedial action. 

The present book is an attempt to provide such material. It contains 
the results of a comprehensive statistical and factual study, thoroughly 
revised and brought up to date, of the movements out of agriculture in 
Germany and some other countries prior to the early thirties. The first 
chapters review population trends in the cities and in the countryside, 
elaborate the concepts of “gross and net migration” and the statistical 
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results of their application, study the geographical and social origin of 
migrants, discuss the importance of agricultural emigration for industrial 
development and compare causes and effects of agricultural emigration in 
Germany with those in some other countries in Europe and North America. 
The last chapters are mainly concerned with confronting the results of the 
extensive study with the various—old and new—concepts and theories of 
agricultural migration which have been advanced to explain the phenomenon. 
The author concludes that the small elasticity of demand for food and 
the increasing technical “ perfection” of agricultural production will continue 
to restrict demand for agricultural manpower so that the majority of the 
young generation (and in some cases also parts of the existing agricultural 
bour force) will have to look for employment in other occupations. In the 
— this process usually involved a change of residence, often accompanied 
y considerable social stresses and hardships, which frequently hampered 
occupational mobility in those areas where it was most needed. The recent 
spread of industrial activities and of urban ways of living into the country- 
side, however, may in the future greatly facilitate this problem, because the 
necessary shifts from agricultural to non-agricultural employment will no 
longer make it imperative for the people concerned to migrate over long 
distances and in many cases residence in the home community can be 
maintained. As a result the desirable balance of the employment structure 
between agriculture and the other sectors of the economy might be more 
easily achieved than in former times. 


Ceasckoe xo3zaticmeo CCCP. Moscow, M3faTeNbCTBO CeIbCKO- 

1958. 583 pp. 11.60 roubles. 

The purpose of this work is to familiarise the reader with the history of 
agricultural reconstruction in Russia during the 40 years of the Soviet 
régime. It describes the process whereby state and collective farms replaced 
small individual undertakings, and the changes which took place in the cro 


distribution and specialisation pattern, farm mechanisation, cereal culti- 
vation, stock raising, etc. The book also deals with future prospects and 
the responsibilities of collective and co-operative farms in relation to their 
assigned tasks, particularly that of equalling the United States in meat, 
milk and fat output per inhabitant. It mentions government decisions 
concerning agriculture and the work of scientific research institutes. 


Co-operation; Handicrafts. 


DEUTSCHER GENOSSENSCHAFTSVERBAND (SCHULZE-DELITZSCH). Deutscher 
Genossenschaftstag 1958, Kéln. Bericht iiber die Tagung der gewerb- 
lichen Genossenschaften vom 11.-13. September 1958 in Kéln. Wies- 
baden, Deutscher Genossenschafts-Verlag, 1958. 216 pp. 


Contains speeches and reports presented at meetings held during the 
German Co-operative Day in K6éln, in September 1958. The first five chapters 
of the book cover discussions and reports bearing on or relating to the actual 
standing and problems of the German co-operatives of small undertakings 
(tradesmen, artisans, etc.), while the last chapter is a commemoration of 
the 150th anniversary of their pioneer, Hermann Schulze-Delitzsch. An 
appendix contains the yearly report for 1957 of the direction of the German 
Co-operative Union (Schulze-Delitzsch). In its entirety the book provides 
the reader with a comprehensive survey of this powerful and fast-developing 
sector of the co-operative movement in the Federal Republic of Germany. 


HANDWERKSWISSENSCHAFTLICHES InstiTuT, Miinster. Bibliographie des 
Handwerks. Verzeichnis der Dissertationen, 1919-1925. NWHerausgegeben 
von W. WERNET. Bearbeitet von Gerhard STAVENHAGEN. Miinster, 1958. 
146 pp. 22.80 marks. 


KHADI AND VILLAGE INDUSTRIES COMMISSION, India. Ambar Charkha 
Programme. Questions and Answers. Bombay, 1958. 28 pp. 0.25 rupee. 
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— Bivapur Village Plan. By Jhaverbhai PateL. Foreword by V. T. KRIsH- 
NAMACHARI. Bombay, 1958. 108 pp.+graphs. 1 rupee. 


— Tad Gud Parichaya. Foreword by Vaikunth L. Menta. Bombay, 1958. 
154 pp. 1.50 rupees. 


— The Story of Hand-Made Paper Industry. Preface by Vaikunth L. Menta. 
Bombay, 1958. xii+188 pp. 1.50 rupees. 


— Village Plans at Work. By Vishwanath N. TEKUMALLA. Bombay, 1958. 
235 pp. 1.50 rupees. 


These five booklets are among the latest publications of the Khadi and 
Village Industries Commission established by the Government of India in 
1956 to plan, organise and implement programmes for the development of 
khadi (hand spun and woven textiles) and village industries by means of 
training, research, the supply of raw materials, the sale and marketing of 
products, the co-operative organisation of the industries concerned and other 
related activities. The booklets are devoted respectively to an explanation 
of the Government’s programme for the introduction of a new type of hand- 
spinning frame (ambar charkha), a description of the development plan for 
a village in Uttar Pradesh, the = sugar industry, a detailed historical 
and technical description of the hand-made paper industry, and an assess- 
ment of the results so far achieved and of future plans for village develop- 
ment. 

The Commission’s previous publications include booklets on the organ- 
isation and structure of the Commission, model by-laws for co-operatives 
in village industries, the cottage match industry, fibres and the fibre industry, 
the hand-made paper industry, the village leather industry, the non-edible 
oils and soap industry, the brown sugar industry (palm and cane), and 
beekeeping, and a report on an inquiry into the rent of palm trees by palm 
sugar producers. 


INDIAN JOURNAL OF ECONOMICS 
Editor; Dr. Om Prakasu 
No. 149 October 1958 Vol. XXXVIII 


The wea of Marxian Theory of the Law 
Control over Public Expenditure in India 
Trends in Co-operative Movements in India 


The Indian Journal of E ics was founded by the late Professor H. Stanley Jevons in 1916, nee 
four times a year, in Jey, | October, January and April. The annual subscription (including postage) is 
15 rupees or {1 6s. or $3.80. 


Write to Tae ManacinG Eprtor, InpiAN JouRNAL oF Economics, UNIVERSITY OF ALLAHABAD, 
ALLAHABAD-2, INDIA 


INDIAN LABOUR GAZETTE 


Issued Monthly by the Government of India, Ministry of Labour, 
Labour Bureau, Simla 
Contains up-to-date information relating to labour in India, e.g. labour legislation, summaries of import- 
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summaries of reports and inquiries ; also special articles on important topics connected with Indian labour 
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Rates of subscription: Rs. 19.50 per annum ; Rs. 1.62 per copy 
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Labour Bulletin 


Monthly Publication of the Labour Department, Uttar Pradesh, India 


Special features of the Bulletin : (1) Publication of u to-date statistical 
and other information pertaining to labour ; (2) Special articles on labour 
problems ; (3) Reports on the administration ‘of ebter Acts ; (4) Reports on 
statistical inquiries by the Department. 

Rates of Subscriptions. 0.50 rupee pan cna, se Sonate Sa 5 rupees) for one year. Copies can 
be had from the Superintendent, Printing and Stationery, U.P., Attamasap, India. 

Advertisements. For rates apply to the Editor, Labour Bulletin, P.O. Box No. 220, Kanpur, India. 


THE SOCIAL SERVICE REVIEW 


is a quarterly devoted to the scientific and professional interests of social 
work. It provides timely and authoritative articles on social welfare 
problems, social work practice and education, and current developments 
in related fields. It includes extensive reviews of books and government 
documents. 


Subscription price: U.S.A. and possessions: 1 year, $6.00; 2 years, $11.50; 3 years, $16.50. Canada and 
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Published by 
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Partial Contents 
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PRODUCTIVITY MEASUREMENT REVIEW 


Published by the European Productivity Agency in English and French 
editions 


A quarterly review of practical applications and theoretical studies of productivity 
measurement. Recent numbers have contained the following articles: 


International Differences in Productivity and Plant Size Marvin FRANKEL 

Productivity in Distribution Margaret Hatt and John Knapp 
Methods of Productivity M. Friedrich ALTENKIRCH 


A specimen copy of the Review will be forwarded on application to : 
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Journal of the Royal Statistical Society 
Published in two parts 


Series A: papers dealing with such matters as population and vital 
statistics, agriculture, economics, finance, trade, industry and sociology ; 
also book reviews and notes on matters of current interest. 

Series B : papers dealing with advances in statistical methodology and 
mathematical subjects. 

Price per number : Series A : 20s. ; Series B : 30s. 
Annual subscription, post free: Series A, 4 numbers: £4 4s. ; Series B, 2 numbers: £3 2s. 
Both parts available \free to Fellows. For particulars of Fellowship apply to the Secretary 
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Annual subscription: Rs. 12 


The Indian Journal of Agricultural Economics, published as a Quarterly since January 
1956, is the organ of the Indian Society of Agricultural Economics. The second issue 
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